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Comment 


a report of the National Resources Planning 

Board is an interesting and provocative statement. 
That it has a bearing upon the thinking of us all as to 
what, in the affirmative sense, America is fighting for as 
that relates to local issues, is the reason for its inclusion 
in these columns. 

The war naturally means different things to different 
persons. But it seems reasonable to suggest that one 
aspect of the world disturbance has to do with a revul- 
sion of feeling against the national separatisms of the 
last few decades and with the sense of popular frustra- 
tion that was felt on the continent of Europe because 
any basis for peaceful living after World War Number 
One seemed impossible to attain. The rise of Nazism was 
in an exaggerated and overcompensatory form, a declar- 
ation (among other things) of “the end of economic 
man.” The sense of futility, of being gripped by forces 
beyond human control, facilitated a swing to the oppo- 
site pole of personal and national usurpations of power 
by a Hitler; and out of despair and passivity came what 
has come to be called the “dynamism” of that dictator- 
ship. After a generation of materialistic determinism 
in popular philosophy, came a rightabout face to a sum- 
mons to Race, to Nation, to Blood and Soil, which sup- 


it “New Objectives” reprinted in this issue from 


plied a unifying and affirmative dynamic to the German 


people. 

The excesses of their dynamism, the costs in human 
freedom at which it has been bought, the narrowness of 
its application to one “Aryan” group, the passion of its 
exclusion of all differing ideas and beliefs—these are to 
us staggering and, indeed, barbaric aspects of their total 
effort. 

But it has supplied a unifying force, a galvanizing 
influence, an emotionally supercharged appeal to the 
discouraged common folk of Germany. And it is this 
quality in the appeal which has given this dynamism its 
terrific, if transitory, momentum. 

What we in a democracy have to see—if this analysis 
has any accuracy—is that democracy itself has to have 
its own dynamism—its own compelling appeal to its own 
citizenry to unite and work unitedly not merely to win 
the war but to realize in the peace—both at home and 
abroad—a way of life which calls out the sustained de- 
votion of common men. Our form of government and 
the quality of our day-to-day living have to be not just 
labeled and acknowledged as “democratic.” They have 
to be deeply felt by us all as contributing to the growth 
and fulfillment of all our citizens—as satisfying to our 


best aspirations—if democracy is to have and to be a 
sufficient dynamic to arouse and hold popular loyalty. 
In short, we fight, in part at least, to purify, deepen, ex- 
tend and realize the best in our own democratic faith 
and hope. We fight to make democratic ways of living 
together more truly the fact. 

And this is why an examination of “New Objectives” 
becomes important. If the quality of American life— 
for manual worker, for tenant farmer and sharecropper, 
as well as for those in the upper income brackets—is to 
seem worth struggling for, we surely have to have some 
wider agreement upon the aims and purposes of our 
civilization. It is with that problem that “New Objec- 
tives” is concerned. It is to call attention to new and 
relatively unexplored areas of applying our faith, that 
this statement addresses itself. 

It bears, in other words, upon a clarifying of our war 
and peace aims. It supplies a guide to crystallizing defi- 
nite sentiments about concerns we all must have for our 
unresolved national problems. To executives, and espe- 
cially to executives disposed to think planfully about 
their problems, it suggests the relations of executive re- 
sponsibility to democratic public welfare. It offers hints 
as to how and where in the conduct of our administra- 
tive responsibilities we can begin to think about the kind 
of victory we want. For that this victory begins or ends 
on the battlefields of World War Number Two, surely 
no one can any longer suppose. It relates also to and 
affects in specific ways the whole idea of the administra- 
tive process and of the managerial prerogative. The 
“managerial revolution” seen in this perspective is the 
precise opposite in kind from the one projected in Pro- 
fessor Burnham’s much discussed book. 

To clarify our view of where management and mana- 
gers should stand in the manner in which they exercise 
their large and important responsibilities in the next 
quarter-century, is a challenging demand upon us all. 


It is with deep regret that we announce the resigna- 
tion from the service of the Society of Miss Evelyn 
Buckley, Executive Secretary. Not the least of her con- 
tributions were in her capacity as managing editor, 
where her indefatigable labors assisted the editors of 
this Journal in all the details of preparing each issue for 
the press. Her devotion, loyalty and intelligent service 
to the Society were of the highest order and she will be 
greatly missed by all who had come to rely upon her 
willing co-operation. 

Orpway TEAD. 
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NEW 


WE LOOK FORWARD to securing, through planning and co-operative action, a greater freedom 
for the American people. Great changes have come in our century with the industrial revolu- 
tion, the rapid settlement of the continent, the development of technology, the acceleration of 
transportation and communication, the growth of modern capitalism, and the rise of the na- 
tional state with its economic programs. Too few corresponding adjustments have been made 
in our provisions for human freedom. In spite of all these changes, that great manifesto, the 
Bill of Rights, has stood unshaken a hundred and fifty years. And now to the old freedoms we 
must add new freedoms and restate our objectives in modern terms. 

Freedom of speech and expression, Freedom to worship, Freedom from want, and 
Freedom from fear: 

These are the universals of human life. 

Any new declaration of personal rights, any translation of freedom into modern terms ap- 
plicable to the people of the United States here and now must include: 


1. The right to work, usefully and creatively through the productive 
years; 

2. The right to fair pay, adequate to command the necessities and ameni- 
ties of life in exchange for work, ideas, thrift, and other socially val- 
uable service ; 

3. The right to adequate food, clothing, shelter, and medical care; 

4. The right to security, with freedom from fear of old age, want, de- 
pendency, sickness, unemployment, and accident; 

5. The right to live in a system of free enterprise, free from compulsory 
labor, irresponsible private power, arbitrary public authority, and un- 
regulated monopolies ; 

6. The right to come and go, to speak or to be silent, free from the spy- 
ings of secret political police; 

7. The right to equality before the law, with equal access to justice in 

fact; 

The right to education, for work, for citizenship, and for personal 

growth and happiness; and 

The right to rest, recreation, and adventure; the opportunity to enjoy 

life and take part in an advancing civilization. 


These rights and opportunities we in the United States want for ourselves and for our chil- 
dren now and when this war is over. They go beyond the political forms and freedoms for 
which our ancestors fought and which they handed on to us, because we live in a new world in 
which the central problems arise from new pressures of power, production, and population, 
which our forefathers did not face. 

Their problem was freedom and the production of wealth, the building of this continent 
with its farms, industries, transportation and power; ours is freedom and the distribution of 
abundance, so that there may be no unemployment while there are adequate resources and men 
ready to work and in need of food, clothing and shelter. It is to meet this new turn of events, 
that the new declaration of rights is demanded. But in formulating these new rights, we are 
not blind to the obligations which go with every right, obligations of the individual to use well 
his rights and to insist on the same rights for others, and obligations of the community to sup- 
port and protect the institutions which make these rights actual. We believe that the American 
people are ready to assume these obligations and to take the private and the public action they 
impose. 


From “National Resources Development,” report of the National Resources Planning Board transmitted to the Congress by the 
President on January 14, 1942. 
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The Anomaly of Functional Authority at the Top 


By HENRY H. FARQUHAR 


Alexandria, Virginia 


The vesting of authority in specialists along functional lines 
was a splendid organization technique—until it was carried too 
far. The advent of such specialized supervision was a real 
contribution—so long as it was confined to lower levels in the 
organization. But we are now learning through bitter experi- 
ence that divided authority at the top breeds distrust, lowers 
morale, leaves questions unanswered and hinders the vital pro- 
cesses of policy formulation and vigorous execution. The intro- 
duction of functional authority at the top has been, in effect, a 
perversion of sound management principles in a way which 
the man most responsible for these principles undoubtedly would 
have been the first to condemn. 


UNCTIONAL or divided foremanship, wherein a 
F shop superintendent delegates authority over his 
own technical processing details to subordinate 
“functional foremen” has been found through years of 


testing in actual application under certain conditions to, 


be an effective tool of management. Frederick W. Tay- 
lor first instituted this sort of organization when he be- 
gan experiments which led to his philosophy of scientific 
management. His plan substitutes several functional 
foremen, individually skilled in their respective super- 
visory duties, for the traditional “gang boss” immedi- 
ately over the workmen. Each such specialist gives 
orders to each workman respecting particular details of 
the processing work. 

For example, one functional foreman supervises the 
assembling of materials, another supervises the actual 
manufacturing job, another inspects the partially fin- 
ished product, and so on until the article is complete—a 
way of getting quick and expert attention to narrowly 
defined processing details at the point of action. 

These functional foremen are responsible to the shop 
superintendent (or equivalent official) only, and are re- 
sponsible for the actual processing phases of manufac- 
turing only. Overlapping of authority between the 
various functional supervisors may thus be kept to a 
minimum. 

Numerous attempts have been and are being made to 
apply this principle of divided supervision at the upper 
levels of command. This was perhaps a natural tend- 
ency. The chief executive of any big group has of 


necessity shouldered an increasing burden with the 
growth of modern complicated economic conditions. It 
became necessary long ago to remove part of his load 
by splitting up the total work for which the concern 
primarily exists into broad operating or action or ‘dirt 
shoveling” functions, with a manager in charge of 
each—functions such as the actual mining of ore and 
the direct processes in the manufacture and sale of a 
product. Such a process has sometimes been referred 
to as the “functionalization” of the work. 


Specialists Are Necessary, But “They Should Be On Tap— 
Not On Top” 


Then it was recognized that merely subdividing the 
work of the administrator along these main operating 
lines did not fully meet modern demands. It became 
out of the question to expect the production manager, 
for example, to be expert not only in processing tech- 
niques, but also in the intricacies of all of the other fac- 
tors which affect the proficiency with which processing 
itself is carried on—the intricacies of purchasing 
engineering, research, personnel management, finance, 
public relations, organization, and so on. It became 
necessary to supplement the production manager with 
specialists in these various subjects. No modern business 
would long survive without such specialized services— 
constructive services which the operating official does 
not have time adequately to perform even though he 
could possess the varied talents necessary. 

In casting about for ways in which to utilize such spe- 
cialists for the good of producing operations as a whole, 
the administrator resorted to one or the other of two 
principal methods by which to re-shape his organization 
structure. One of these ways was based on military, 
the other on industrial experience. 

The military, recognizing the utmost necessity in get- 
ting things done of preserving the principle of unity of 
command in the combat (operating) branches, set up 
these specialists in two groups. One group is the gen- 
eral staff advisers (advisers on personnel, intelligence, 
training, supply, planning). The other group is the 
service units (finance, chemical warfare, medical care, 


iy 
rat 
. 
- 
| 
| 
| a 
we 
| 
| 
\ 
hes 
we 


52 ADVANCED MANAGEMENT 


manufacture, and various others). These groups advise 
and serve the “line” or combat branches, but neither has 
any authority to issue orders to the line—at any one 
level in the organization there is but one man who issues 
orders to those below. Authority is thus concentrated, 
and therefore individual responsibility or accountability 
is determinable. 

Other administrators turned, perhaps not unreason- 
ably, to the principles which Taylor had found profitable 
in helping the machinist to use the scientific data which 
had been collected ; in other words, they set up various 
specialists with authority to issue orders to all line or 
operating men. 

The chief executive, then, who has attempted to apply 
at the upper levels of command the principle of divided 
supervision which has proved sound at the bottom level, 
has taken action which is also confusingly described as 
the “functionalization” of the organization. He has set 
up—not as an adviser to him and his operating officials, 
but in the scalar chain reporting direct to him—say a 
finance manager with delegated authority over the pro- 
duction men, covering designated financial and related 
matters, instructions (orders) regarding which he gives 
to all who touch upon financial considerations. Simi- 
larly, he has set up, perhaps, a personnel manager with 
authority over designated personnel matters throughout, 
and a planning manager with similar authority to en- 
force his plans and methods on all operating personnel. 
Usually each such “functional” manager reports direct 
to the chief executive, and so also does each of his oper- 
ating officials—they are all usually abreast in this re- 
spect, although in practical results it would make no 
difference if the functional managers were at a level 
above the operating managers. 

The usual arrangement (as opposed to such “func- 
tionalization” as above) in a big concern with central 
headquarters and branches scattered over the country, 
is to have a local district manager reporting direct to the 
chief executive who has complete authority over all 
branch activities of every kind (of course within the 
general policies laid down for the concern as a whole). 
Each district manager receives orders from the presi- 
dent only, and is solely responsible, under the president, 
for the results of his operations. 

Under the theory of functional authority at the top, 
however, several men in the headquarters office would 
issue orders direct to the district—possibly a vice presi- 
dent of production as to technical processing details 
only, a vice president in charge of personnel manage- 
ment as to labor policies and practices, a controller as 
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to budgets, and an organization and procedures man as 
to these features of operation. The district manager 
thus receives orders from several functional managers, 
just as the machinist receives orders from several func- 
tional foremen. 

Indeed, the ultimate in this sort of organization is 
where the headquarters manager—say the personnel vice 
president—issues orders not to the district manager 
(courteously so called in this case) at all, but direct to 
a personnel manager in the district who in turn issues 
orders to operating men. 

This attempt to apply at the top level of command 
the principles of divided foremanship originally applied 
at the bottom level is little less revolutionary than was 
Taylor’s break with tradition. The division of author- 
ity between such functional managers at or near the top, 
however, brings out several features in sharp contrast 
to a similar division at the bottom. Each manager at 
the top exercises authority over some phase of opera- 
tions (finance, personnel, methods, and so on) each of 
which affects all foremen, all superintendents, all pro- 
duction managers. They interpose a series of authori- 
ties between the production officials and their production 
subordinates; the production manager’s authority over 
his line assistants is siphoned off to these functional 
specialists who themselves are not directly engaged in or 
responsible for effective production. Functional man- 
agers remove from the production manager, superin- 
tendent, and foremen power to control some of the im- 
portant factors which affect the daily conduct of those 
officials’ work. Each of these production men must 
look to several other men above them for instructions 
regarding phases of management of men and materials 
involved in getting the work done, although these other 
men have no responsibility which can be clearly traced 
to them—they exercise authority, but have no determi- 
nable responsibility for the results of so doing. 


Functional Authority at the Top Makes It Impossible to 
Fix Individual Responsibility 


What happens? Here is what actually happened in 
one of many similar instances. I set out to find why 
a group of workmen had failed to meet the delivery date 
on an important job. That looks simple to the un- 
initiated, and it should be a simple matter to find out 
whether the purchasing agent failed to provide the right 
materials at the right time, whether the toolroom man 
did not supply proper tools and equipment, whether the 
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engineer fell down on his specifications or drawings, or 
just who slipped up in what concrete respect. 

Going first to the sub-foreman immediately over the 
workmen, I learned that all he knew was that a few days 
before delivery was due he had been told to transfer 
his men to another job. 

When his foreman was asked why men had been 
pulled from this job, he said he had not been consulted 
but he understood that specifications on one of the parts 
had been changed by the engineer for some reason, 
which made it necessary to send the part to another firm 
for processing. 

Then to the production superintendent, who con- 
firmed what his foreman had said. He added that he 
had protested the change in specifications to no avail, 
and that since the engineer as a functional manager had 
authority to make such specification changes, he, the su- 
perintendent, had no alternative but to farm out the 
work if it was to be done (on special equipment which 
we did not possess) within the allowed cost as specified 
by the sales manager. 

Thence to the vice president in charge of production. 
Here the trail began to branch. He said that the sales 
manager had been forced to lower his original price or 


have the order canceled, and this resulted in a change 


in the planned method of processing by our own ma- 
chinery. He said he had a long discussion with the 
methods man and the sales manager, but had been un- 
able to persuade them that certain suggested modifica- 
tions in the specifications would enable us to complete 
the work at a reasonable cost in our own plant and, he 
thought, be equally satisfactory to the customer. He 
advised that I see these two men, since he had no au- 
thority respecting either methods or sales. 

The next visit was to the methods manager. He 
granted that the modifications suggested by the produc- 
tion vice president would probably have been satisfac- 
tory, but since they had not been thoroughly tested he 
could not feel safe in approving the changes. He said 
he thought that the man really responsible for the whole 
situation was the sales manager, but that in any event 
he himself, as the director of methods, had no authority 
regarding costs, new equipment, or sales prices. 

So, down the hall to the vice president in charge of 
sales. He at once said that he had full authority to 
make and submit estimates to prospective customers, 
and though he did not make a practice of doing so, in 
this particular case he “simply had to reduce the price 
originally agreed upon or lose a valuable customer.” He 
made it very plain, furthermore, that if a change in 
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price made it necessary to change methods to avoid a 
loss on the order, and if it was necessary to send the 
work outside, this was all too bad but such matters were 
outside of his authority and responsibility. He volun- 
teered that it was ridiculous that our shops weren’t 
tooled up to perform all “necessary” processes. He 
thought perhaps I had better see the real culprit: the 
treasurer who had final say, under the president, as to 
the purchase of new equipment in excess of nominal 
amounts as per the approved budget. 

So there we were. I finally gave up the chase, con- 
vinced that the only fellow I could put my finger on 
as being at fault in this case was the customer who had 
insisted on a lowered price. 

With such diffusion of authority one is constantly 
playing hide and seek with individual responsibility. 
The “functional” manager in charge of finance is per- 
haps an aggressive and hardboiled individual whose aim 
it is to make the best possible financial showing—he 
brings pressure on the superintendent to this end. The 
personnel manager is only secondarily interested in 
costs, but has advanced ideas on how to maintain high 
morale—he accordingly urges the superintendent to re- 
arrange processes or modify working conditions. The 
methods man institutes refinements which increase costs, 
perhaps justifiably, perhaps not; and so it goes. Each 
such specialist urges his specialty, and has authority if 
necessary to enforce his desires on men of equal or per- 
haps greater caliber than himself, often at the expense 
of or inconsistent with action pressed for by brother 
specialists; the superintendent is hauled this way and 
that; pressure and indecision become intolerable. He 
frequently must become his own judge as to relative 
priority to be given various programs, and to decide rel- 
ative values as between the urgings of these various 
high pressure managers, each of whom is issuing in- 
structions to the superintendent regarding matters which 
vitally affect operations for which the superintendent 
is ostensibly held responsible. 

Equally serious is the brake on vigorous action which 
results from multiple bosses at the top. When a prob- 
lem arises which touches on personnel, finance, methods, 
procedures, organization (and most problems touch 
two or more of these simultaneously) the man below 
who wants to go ahead must consult, not one, but sev- 
eral superiors ; he must endlessly confer, explain, argue, 
get approval or “clearance” from this, that, and the 
other man—any one of whom can stop him or slow him 
up. Hesitation and vacillation take the place of aggres- 
sive execution—for which no one is to blame! 
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Functional authority at the top gives power to higher 
“functional” managers to regulate practices and details 
of operating officials; the operating official, however, 
and not the functional manager, is nominally held re- 
sponsible for operating results. 

It cuts across and mixes up clear-cut line authority. 
It seriously lessens or wholly destroys the possibility of 
definitely holding a specific official at each point individ- 
ually accountable for results with corresponding rewards 
or penalties—a cardinal objective in any organization 
setup.! 

What has been described is not fiction ; it is a distress- 
ingly frequent situation in business and in government 
today although in industry the peak of this sort of 
“functionalization” was passed several years ago and 
the present strong tendency is toward straight one-man 
control—under safeguards and with staff and service 
assistance—at each level in the organization. 


One Man Only Can Occupy the Driver’s Seat 


Such a delegation of authority at the top seeks to take 
from the shoulders of the chief executive and to spread 
among several functional managers, authority over 
specified matters affecting all units of the enterprise. 
But the attempt to avoid overlapping and misunder- 
standing between functional managers and operating of- 
ficials through detailed definition of fields and functions, 
results in a degree of hairsplitting and a mass of fine- 
spun distinctions incomprehensible to most persons and 
impossible to enforce in practice. For one cannot touch 
finance or cost without touching planning, nor planning 
without touching personnel, nor personnel without 
touching methods and costs—they are all inextricable 
components of one job: that of obtaining the major 
objective for which the institution exists. 

The practical result, therefore, is that there are con- 
stant battles between these functional managers as to 
their respective prerogatives, and constant appeals to 
the chief executive for the settlement of differences, 
for arbitration and for co-ordination. The executive 
either becomes so occupied in refereeing these fights 
that he has little time for constructive and all-embracing 
leadership, or he becomes saturated with such appeals 
and leaves his subordinates to straighten out their own 
differences as best they can; real teamwork and co- 
ordination go by the board. 


1 “But when his (Taylor’s) conception of division of responsibilities 
by, function is carried higher up the line of control in any large enter- 
prise, difficulty is encountered immediately.” (Urwick, L., Papers on 
the Science of Administration, Institute of Public Administration, Colum- 
bia University, New York, 1937. 
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In effect, then, it leaves to each of these managers the 
duty of co-ordinating his own special interests in their 
relation to the often conflicting and contradictory inter- 
ests of his equals in the organization plan; he must, in 
other words, in innumerable details of his daily work 
try to co-ordinate his own function with the functions 
of others who have authority equal to his own—a psy- 
chological and practical impossibility. 

Truly effective co-ordination is possible only with 
straight line delegation of authority and can be brought 
about by one man only: the chief executive himself, 
The attempted delegation of authority according to 
functions which affect all operations under him is a 
virtual abdication of the executive’s own authority. As 
a profoundly wise man said many years ago “an two 
men ride of a horse, one must ride behind.” No major 
executive has yet been able for long to shed from him- 
self responsibility for the exercise of functions which 
inherently attach to his own person.” 

Functional authority in the upper levels ordinarily 
creates endless misunderstanding, buck passing, and dif- 
ficult-to-control grasping for power, with all that these 
imply. In ramified undertakings it raises problems of 
co-ordination virtually unsolvable because the diffusion 
of powers at the top results in a hodgepodge of instruc- 
tions below. It is the exceptional group indeed which 
can function harmoniously and effectively under an or- 
ganization with many bosses at the top.® 

Worst of all, because of the deadening effect on get- 
ting things done, functional authority at the top has 
usually resulted after a short time in a feeling of futility, 
and in lowered morale. 

Such attempted institution of functional managers 
near the top, furthermore, is as unnecessary as it is 
unwise. There is no inherent need of such function- 
aries with authority at the top—as has been pointed out 
elsewhere one can bring all of any individual’s expert 


2 For further discussion of the chief executive’s functions, see Farqu- 
har, Henry H., “The Modern Business Staff,’ The Society for the Ad- 
vancement of Management Journal, May, 1939, Volume IV, No. 3, pages 
60-67 

31 believe there is little question that the widespread use of functional 

“managers” near the top in government is a prime cause of much that 
we decry today in the “dead hand of bureaucracy.” ‘“Too many bosses” 
at this time is a near-fatal obstacle to speedy and unified war effort so far 
as the government’s part goes. 

... unco-ordinated and confused. responsibilities and  authori- 
eh 4) ea . no one authority who seemed to think that he was, or 
knew who was, in entire charge . . ti . no over-all command . . .”; 
“ , . sixteen agencies of Federal, "State and local governments exercis- 
ing various and at times overlapping jurisdictions 
demarcation . . . was much confused .. .”; “The commandant did not 
consider himself either in charge of the situation or to be the respon- 


sible . . . officer present. Other officers were under the impression 
that he had assumed the responsibilities. He considered (another de- 
partment) to be in charge .. .’’—such, according to the House Naval 


Affairs subcommittee, are some of the causes of the burning of the 
Normandie. 


(Please turn to page 83) 
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Union Participation: Key to Greater Productivity 
By CLINTON S$. GOLDEN 


Director, Northeastern Region, Steel Workers Organizing Committee 


and 


HAROLD J. RUTTENBERG 


Research Director, Steel Workers Organizing Committee 


UR experiences indicate that the greater the par- 
ticipation of workers through their unions in 
setting piecework and tonnage rates, in making 

time and motion studies, in determining work standards 
and job evaluations, the greater are the earnings and 
output. 

The industrial relations director of a large rayon firm 
in July, 1941, arranged for the local union committee 
from one of his plants to visit SWOC’s office in Pitts- 
burgh for the purpose of learning the practical methods 
through which SWOC members and local unions par- 
ticipate in working out incentive wage plans. 
Scanlon, who is in charge of this phase of SWOC’s 
work, spent two days with the committee, and took these 
leaders of a CIO textile local union to a few steel mills 
for firsthand observation. They acted as if they had 
stepped out of a hopeless industrial scene into a dream- 
land; the difference, actually, was between the arbitrary 
establishment of wage rates by management and union 
participation in doing this job. For all practical pur- 
poses this textile workers’ union committee could have 
been the SWOC committee from any one of a majority 
of SWOC’s local unions, because most of management 
still feels that this job is none of the union’s business. 
Joseph Scanlon, who has had twenty-odd years of in- 
tensive and varied industrial experience, casually re- 
ported to us his two-day visit with the textile committee, 
and we quote from his report directly because it is so 
sharply to the point: 


After several hours of frank discussion with the commit- 
tee from the rayon company I got the distinct impression 
that if the management had tried its utmost to do everything 
the wrong way, it could not have equalled the success in 
that direction that it has attained. About a year and a 
half ago a stranger suddenly appeared in the plant. The 
employes had no idea who he was or what his function 
was to be. He, together with one or two assistants, began 


1 Reprinted by permission from The Dynamics of Industrial Democ- 
vacy, Harper & Brothers, New York and London, 1942. 


Joseph | 


installing a merit rating system. Of course this was some- 
what of a mystery to the employes. This naturally created 
a chaotic condition and a great deal of resentment devel- 
oped. It was evident that even the supervisory force didn’t 
understand it all and many of them were suspicious and 
resentful. Probably because of this bitterness and the ad- 
vent of the union, this plan was discarded. However, the 
suspicion and bad taste remained. 

Several months ago the same man who installed the merit 
rating system began making time studies of the operations 
in the pipe gang. There was no preliminary ground work, 
no explanations of the objectives—just a man of mystery 
with a stop watch. Some of the people being timed asked 
questions but were denied an answer. Recently the men on 
the pipe gang were informed that standards had been set 
and it was proposed that they work on an incentive plan. 
Suspicion, resentment and distrust resulted. 

Evidently it was at this juncture that the company’s in- 
dustrial relations director took hold and expressed a desire 
to approach this problem intelligently. Certainly I hope he 
carries on, for some of the tales of delays beyond the con- 
trol of the pipe gang due to the lack of correct tools, even 
down to the utter impossibility to secure a proper wrench, 
signify the old economy of “save a dime and spend a dollar.” 
Witness this contrast. At the ABC Steel Company, the 
union was consulted before the company made any decision 
on incentives. A detailed explanation was given and a com- 
mon understanding was reached. For the past two years 
four union members, including the secretary of the local 
union, have been working in the Time Study Department. 
All standards are checked and agreed upon before they are 
put into effect. After a trial period a recheck is made if 
the standards are unsatisfactory. The time studies and 
standards are an open book and can be inspected by all 
interested parties. No mystery, no secrecy—just a job to 
be done and one that can be done best with full union par- 
ticipation and understanding. The visiting committee was 
given a detailed explanation of every phase of this program. 
They were so enthusiastic about it that they were still in 
the mill at seven in the evening. 

The next morning we visited the XYZ Iron Company. 
Here again the visiting committee found the union partici- 
pating to the fullest extent in making time studies and set- 
ting standards. he job here is nearing completion. The 
union secretary and a member of the union negotiating com- 
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mittee are working in the Time Study Department. The 
visiting committee found the situation entirely to their liking. 
and freely expressed the conviction that if the problem of 
wage incentives and job evaluation received this sort of 
treatment by their management, they would certainly par- 
ticipate and co-operate to the fullest extent in the program. 
As you know the committee left us with the enthusiastic 
determination to make every effort to have their company 
follow the pattern set at these two SWOC contract firms. 

As a result of this experience I would like to make sev- 
eral observations. If the Industrial Engineers of today 
would tear the veil of secrecy and mysticism from the appli- 
cation and operation of their innumerable wage incentive 
plans, we might be able to achieve a mutually satisfactory 
acceptance of wage incentives. In most cases they remind 
me very much of the old tin mill roller who made a profound 
mystery of the art of rolling tin until someone eventually 
came along and discovered it was quite simple. 

It seems to me that this question of installing a wage 
incentive plan should be handled as frankly and as simply 
as possible. In the past few days I have received several 
letters from our local union people on this subject. One 
letter from Connecticut tells us that the union is badly in 
need of expert advice and counsel from our office. They 
registered a protest because they believed their standard had 
been set too high and had resulted in a wage reduction. 
Thereupon, management informed them that since they were 
entirely ignorant of the technique of industrial engineering, 
it wouldn’t be worthwhile to even discuss the setting of 
standards with them. This is an insult to the intelligence 
of our people in the mills and factories. 

Any wage incentive plan, any standard that has been set, 
that will not stand frank open discussion and complete 
explanation to the people concerned, leaves a lurking sus- 
picion of unfairness and dishonesty. Why not tear loose 
this veil of secrecy, this air of mysticism and approach the 
problem as follows: 

Management should go to its employes and say, “Now 
look here. You fellows are working on a straight hourly 
rate. Some of you are working faster than others and per- 
haps we are not paying you as much as you actually are 
worth to us. Again there may be others who if we furnished 
the opportunity for increased earnings might be able and 
willing to increase production. Now we want to make some 
time studies, but we are not going to do so unless we have 
your co-operation and participation so that proper standards 
may be set. If there are any errors in them, these errors 
will be ours and yours and together we can correct them. 
We shall arrive at these standards, not by timing the fastest 
or the slowest employe, but the average one. We shall credit 
you with a certain percentage of fatigue time. This nat- 
urally will depend upon the intensity, monotony, and physi- 
cal requirements of your particular operation. 

“We shall guarantee you a fair base rate so that security 
and stability of earnings will be protected. At eighty per- 
cent of this standard we shall pay you a bonus. Undoubt- 
edly many of you will be able to make up to 125% to 130% 
of your base rate, but this does not imply a penalty on those 
who are unable to do this for naturally we know there is 
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a vast difference in the speed, efficiency, and ability of our 
employes. Last and most important, each employe should 
tabulate all delay time that is beyond his control; for in- 
stance, lack of, or defective, material, tools, cranes, and so 
forth. We will deduct this time from your production time 
and pay you your base rate so that it will not interfere with 
the possibility of earning a bonus. We will charge all of 
this delay time as an expense against your department su- 
pervisor. Of course, this will keep him on his toes, and 
likewise will permit us to figure accurately whether or not, 
on the basis of delays registered, we can justify the ex- 
penditure of capital to eliminate delays which cannot be 
corrected otherwise. The more you make, the better we 
will like it, and we will not disturb the standards, for the 
more you produce and make, the lower our unit costs be- 
come. This we will put into an agreement with your union.” 

I believe this would put the proposition on an understand- 
able basis and that our local union people, if approached in 
this manner, and invited to participate and co-operate fully, 
would look more favorably on the installation, or if the 
situation is otherwise, on the maintenance and improvement 
of wage incentives. 


Less than two years ago Joseph Scanlon was oper- 
ating a charging machine in the open-hearth department 
of a steel mill. This report is not a blanket endorsement 
of wage incentives, as Joe Scanlon strongly feels that 
flat hourly wage rates with measured production is the 
ideal method of distributing to workers their share of 
the proceeds of production. Instead this report is a 
typical worker’s attitude toward wage incentives after 
he has reconciled himself to their existence, and the 
necessity of adjusting himself to working with them— 
at least for the time being. It is a blanket attitude that 
applies with equal force to merit rating, job evaluation 
and other devices designed to place the question of wage 
payments on a more or less factual basis. Before exam- 
ining the positive results from direct participation of 
workers and their unions with management in the job 
of setting wage rates, work standards, and so forth, it 
is first necessary to examine the negative results—in 
earnings and production—from the denial to workers 
and their unions of such participation. 

At this point in our discussion we call upon outside 
authority to substantiate our views and experiences. 
The Western Electric Researches, conducted by Dr. G. 
Elton Mayo, of the Industrial Research Department of 
the Harvard Graduate School of Business Administra- 
tion, and associates, in conjunction with the management 
of the Hawthorne Works of the Western Electric Com- 
pany in Chicago, from 1927 to 1932, are the most sig- 
nificant body of evidence on the group behavior of 
industrial workers that has come to our attention. In 
every major detail the findings of these researches par- 
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allel our experiences. The unique feature of the final 
conclusions of these researches is that they are ele- 
mentary truths that experienced people in industry, man- 
agement and union alike, ignore or take for granted in 
too many instances. Two intensive experiments were 
conducted, one among six girls in a test room and an- 
other among the Bank Wiremen in an observation room. 

In the latter case it was found that: 

1. An informal organization with a leader existed 
among the Bank Wiremen, whose observable purpose 
was protective in that the informal organization opposed 
“rate busters,” “chiselers,” and “squealers.” 

2. Although the employe participated least in the 
technical organization, he bore the brunt of most of its 
activities. 

3. The communications system—the passing of data 
up the line and policies and data down the line—was 
observed to be a failure in both directions, up and down. 

4. This informal organization gave the employes “a 
certain feeling of security,” and the principal discovery 
of the research program was that the employes were 
“unconsciously attempting to protect themselves through 
their informal organization from real or fancied con- 
sequences of supervisory practices and technical inno- 
vations.” 

The researchers supplemented the Bank Wiremen 
experiment with intensive interviews of a select group 
of employes to further “study the social relations of 
people actually at work on the job.” These interviews 
revealed that “workers were banding together infor- 
mally in order to protect themselves against practices 
which they interpreted as a menace to their welfare.” 
Specifically they (1) were against wage incentives; (2) 
pegged production standards and enforced them; and 
(3) showed “preoccupations of futility with regard to 
promotion.” 

The Bank Wiremen and the employes generally at 
the Hawthorne Works of the Western Electric Com- 
pany were not unionized at the time, 1927-1932, nor are 
they now. Management, as a rule, when it finds such 
practices among unionized workers points the finger 
of accusation at the union when, actually, these prac- 
tices predate the union’s birth by many years, and are 
merely being carried on by the union because it has been 
unable to eliminate the underlying factors that compel 
workers to oppose group wage incentives and production 
standards. In fact, one of the earliest contributions of 
organized labor to productive efficiency is the way in 
which it alters the attitudes of workers to group wage 
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incentives and lifts these self-imposed restrictions on 
output. More on this later. 

The results of the test room experiment were the very 
converse of the Bank Wiremen one. The six girls who 
participated in this experiment were given, at regular 
intervals, improved physical conditions of work with 
ideal rest periods. As was expected, production rose 
steadily with no observable increase in fatigue. Had 
the experiment stopped here, the conclusion, of course, 
would have been that the improved physical conditions 
of work were exclusively responsible for the increased 
output. The researchers, however, were not convinced 
that this was a sound conclusion and sought concrete 
evidence to uphold or disprove their views. This evi- 
dence was secured by taking away step by step, at the 
same regular intervals as they were installed, the several 
improvements in physical conditions of work and rest 
periods that had been given the six girls. Instead of 
declining, production continued to rise steadily. The ob- 
vious conclusion naturally, was that the steady rise in 
output was not related to changes in the physical condi- 
tions of work, but to the development of an organized 
social group in a peculiar and effective relation with its 
supervisors. This was so, the experiment revealed, be- 
cause : 

1. It was fun in the test room for the girls as they 
were not prohibited from talking to each other during 
working hours and for other related reasons. 

2. “Employes must have confidence management is 
doing things for their welfare.” 

3. “Something in their experience of industrial life 
produced in a number of employes a conviction of per- 
sonal inadequacy.” 

Had similar investigations been conducted concur- 
rently throughout the whole of American industry sub- 
stantially the same findings would have been revealed. 
Management in each mine, mill, and factory that has 
seen its employes organize into a union in the last de- 
cade, or is seeing them do it today, can find evidence 
of the validity of the Western Electric Researches in its 
own backyard in the existence of a union among its em- 
ployes. Because for all practical purposes the findings 
resulting from these researches and the motives for 
union membership among workers are the same. These 
researches therefore constitute a study of the origin of 
labor unions; for example, they found that “although 
he participates least in the technical organization, the 
employe bears the brunt of most of its activities.” As 
a direct result an informal organization with a leader 
developed among the Bank Wiremen long before they 
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participated in the experiment. The purpose of this 
informal organization was essentially protective, which 
made its activities negative; that is, the group through 
its leader opposed “rate busters,” members of the group 
who exceeded production levels, because of fear man- 
agement would set higher output standards and reduce 
their per unit earnings accordingly. Likewise “chiselers” 
were opposed, as they jeopardized the earnings of the 
entire group by slackening on the job. And, of course 
the group opposed “squealers,” because they tattled on 
its secret doings. The researches also found that this 
informal organization gave the employes a “certain feel- 
ing of security.” 

In this respect one of the directors of the researches 
observed that “these informal organizations much re- 
sembled formally organized labor unions.” In fact, they 
are the forerunners of labor unions. In going about 
the task of organizing a group of workers in a given 
plant into a labor union, we have consciously sought out 
the leaders of these informal groups throughout the 
plant, interested them in taking a lead in forming the 
union, and found that their joining the union, invariably 
caused the members of the informal organizations to 
follow suit. In labor union parlance these leaders are 
called “the men with a following.” Thus the leaders of 
the informal organizations take up leadership in a for- 
mally organized labor union, in part, because of “pre- 
occupations of futility with regard to promotion,” and 
the rank and file of the informal group members join 
because, as the Western Electric Researches also reveal, 
“something in their experience of industrial life pro- 
duced in a number of employes a conviction of personal 
inadequacy.” The Bank Wiremen pegged output be- 
cause they were denied a voice in making the decisions 
that vitally affected their everyday lives, while the Test 
Room girls, as a result of having a voice in such de- 
cisions, continually raised output and apparently had no 
thought of engaging in restrictive practices. The factors 
in the lives of the Bank Wiremen that forced them to 
peg output were absent in the girls’ work environment. 
Many other factors, of course, were at work in both 
cases—this we fully appreciate—but the denial of an 
effective voice in one case and its presence in the other 
constitutes, in our judgment, the dominating factor in 
these two experiments. 

Do workers, who engage in practices like the Bank 
Wiremen for the same reasons they did, join unions to 
continue them, or to free themselves from the compel- 
ling factors that in their non-union state of affairs 
forced them to peg output, oppose group wage incen- 
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tives, and so forth? Our experiences in this connection 
have been unanimous. Whether the informal organi- 
zations of workers in a plant continue their negative 
purposes in a formal labor union, or whether they are 
converted into positive and constructive channels de- 
pends, in the main, upon the attitudes and policies of 
management. Give workers as a formally organized 
group a say-so in setting wage rates, work standards, 
job evaluations and in making time and motion studies, 
and they will produce all they can within the limitations 
of physical endurance, health, and fatigue; deny work- 
ers such a say-so and they will engage in restrictive 
practices out of self-protection. The fact that in so 
doing they may impair their economic interests will not 
deter them in the slightest. Let us look at some typical 
cases that clearly tell this story; in the first case the 
negative purpose of the informal organizations was en- 
larged. In the second case the negative purpose was 
also enlarged at first, but was then converted into a posi- 
tive one. 

Number One Company is a huge enterprise, much 
in the news these last few years. The basis of its opera- 
tions is the assembly line. Its employes, as elsewhere 
in the auto industry, had organized into informal groups 
starting the first day the assembly line was put into 
operation more than a decade ago. Through their in- 
formal organizations workers on these lines had per- 
fected ways and means of keeping production at certain 
levels just as the Bank Wiremen did. Each year man- 
agement changed the speeds and rates of pay of the 
assembly line; the men were not consulted. The new 
speeds and rates of pay were announced after manage- 
ment worked them out through its own Time Study 
Department. Denied a direct voice in the establishment 
of assembly line speeds and rates of pay, the men ex- 
ercised an indirect influence through these informal 
groups. In 1936 and 1937 they formed a CIO indus- 
trial union for which 90 percent of the men voted in 
an NLRB election. Management opposed the unioniza- 
tion of its employes. Consequently they continued 
the negative purposes of their informal groups when 
transformed into a formal labor union; in fact, they 
enlarged them. 

One of the purposes of the informal groups was to 
peg output. This had been done for years prior to 
organizing into a labor union, because, as previously 
noted, these workers were denied direct participation in 
the determination of assembly speeds and rates of pay. 
Management rejected the demand, arguing that if 
granted, it would be an infringement on its prerogatives. 
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Thwarted at the outset in changing the underlying cause 
of their restrictive practices on production, they con- 
tinued to participate in setting assembly speeds and rates 
of pay through the indirect methods they had perfected 
over a long period of years. When expanded on a 
larger scale than under the informal organizations, the 
pegging of production became clearly observable to top 
management. Lower supervisory officials had known 
all about it, even co-operated with it, as did the minor 
management officials at the Hawthorne Works of the 
Western Electric Company. 

Upon learning of these practices top management 
officials charged the union with sabotage, and for ex- 
emplary discipline fired the leaders in one department. 
The rank and file of these auto workers, who had fol- 
lowed these leaders for years, refused to work until 
they were reinstated. This power to stop production 
completely that workers acquire through a labor union 
is something they did not enjoy through their informal 
groups. Union spokesmén charged a lockout; manage- 
ment spokesmen claimed the union had called a strike. 
The dispute raged for two months, and was finally 
settled on a compromise. Management would continue 
to set speeds and rates of pay by itself; but if any 
speeds or rates were unsatisfactory to a worker or, 
group of workers, then the management would reset 
them in co-operation with the men and the union repre- 
sentatives. This was in 1939 and not all is in order in 
this company’s plants now, nor is it likely to be until 
management clearly comprehends the meaning of the 
basic demand for participation of which restricted pro- 
duction is merely one manifestation. 

Number Two Company with a union shop contract 
now enjoys the benefits of the positive and constructive 
activities of its employes’ union, but first went through 
a year and one-half period during which its employes 
enlarged their negative activities before engaging in 
positive and constructive ones. The central point of 
difficulty was the establishment of piecework rates. 
Prior to the union organization management had set 
piecework rates itself and reduced them when the men 
exceeded their expected production and earnings. 
There naturally developed an informal organization 
among the men to hold production at certain levels, as 
the Bank Wiremen did. After they merged their in- 
formal groups into a formally organized labor union 
the men were able to make higher earnings on lower 
production, because management had raised their piece- 
work rates from 20 to 60 percent to prevent them from 
organizing, but in vain. 
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Eventually management complained that production 
was falling off, and admitted its costs were out of line 
competitively because of the wage raises it had granted 
to stop the union. The men resisted management’s 
request for a lowering of piecework rates. Manage- 
ment argued that they could maintain their earnings by 
raising output, but the men were interested in their 
earnings foremost. And if they could realize satis- 
factory earnings on a given output they were not 
interested in raising output to maintain them. 

An agreement was finally reached guaranteeing piece- 
work rates for a period of one year. The company’s 
product changes yearly ; management, employes and the 
union establish the piecework rates each year by joint 
determination, and they continue unchanged until the 
following season. Knowing that their rates would not 
be changed, the men no longer restricted output. Pro- 
duction rose unbelievably ; management benefited from 
greater output and the men from substantially higher 
earnings. At Western Electrics Hawthorne Works 
the researches revealed that “workers were banding 
together informally in order to protect themselves 
against practices they interpreted as a menace to their 
welfare.” This is the way the employes of Number 
Two Company felt about piecework rates until the rates 
were guaranteed for a year, and they had an effective 
voice in setting them. 

The employes of this company have found satisfac- 
tion, by and large, for the economic, psychological, and 
social motives that impelled them to organize into a 
union. Behind the statistics on Number Two Com- 
pany’s production and its employes’ earnings is an 
absorbing human story. From May, 1936, the last 
month before the union, through the year 1939 earn- 
ings in each department rose from a minimum of 27 
percent to a maximum of 191 percent. By the fall of 
1941 earnings had risen over May, 1936, a minimum 
of 42 percent to a maximum of 205 percent. Daily 
output rose during this five and one-half year period 
from seven hundred units to seventeen hundred, or 
143 percent. Unit costs were down by almost a third, 
and the company’s net profits have reached their highest 
levels in 1939, 1940 and 1941. In the depression year 
of 1938 the company stayed in the black. 

There are six companies in this line of business, not 
one of which is within 25 percent of Number Two 
Company’s average hourly wage rates, but yet the latter 
is able to undersell them consistently. Five-dollar-a-day 
buffers have become twelve-dollar-a-day men. Six dol- 
lar-a-day polishers have become seventeen-dollar-a-day 
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men. They are typical of this company’s thousand-odd 
workers. They have moved into better homes or built 
them in the last five years, and otherwise raised their 
living standards. They have found security on their 
jobs, greater prestige in their communities, and have 
overcome the personal frustrations and inadequacies 
induced by the pre-union managerial policies that forced 
them to engage in essential negative practices. Further, 
in their daily work they have found an outlet for their 
creative desires as they are free to make suggestions 
to increase efficiency, eliminate wastes, and so forth. 
As a consequence production has risen steadily. This 
is not the diabolical speed-up brought about by force 
and compulsion, it is the attainment of a higher pro- 
duction by the willing and voluntary co-operation of a 
group of workers with management. 

The company’s slogan is, “We don’t care how much 
you earn, just so our unit costs go down.” Because of a 
mutuality of interest, this policy has proved economic- 
ally sound; the days that polishers, for example, make 
twenty dollars, the company’s unit costs are the lowest. 
The company president says, “Not only have our work 
standards and wage incentives turned out to be more 
sensible and practical since our employes participate in 
making them; but once they are set, being self-set, they 
are adhered to willingly by the men and with a certain 
pride.” What workers, like all folks, have a part in, 
they not only understand, but they feel responsible for 
carrying out successfully. 

This case is far from being an exceptional one in 
fundamental principle. The exceptional nature of it 
is the complete manner in which management, led by an 
astute, able president, has cashed in on full co-operation 
with its employes’ union, and the union has secured 
maximum benefits for its members through full parti- 
cipation. Without a single exception the four hundred 
and sixty-six wage cases that have passed through our 
offices, either in final appeal to management or to arbi- 
tration, from March, 1937, to November, 1941, bear 
out the basic principles that this company’s union history 
illustrates ; namely, 

1. Participation is essentially a constructive and posi- 
tive undertaking, and workers are neither in the frame 
of mind nor the position, except in a limited way, to 
co-operate jointly with management in decisions on 
wages and standards, or in reducing costs, or wastes, 
and so forth, until their union’s status is secure and 
permanent through the union shop form of recognition. 

2. Greater results in production and earnings—to 
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workers in wages and owners in dividends—are 
achieved when wages are set, jobs are evaluated, and 
work standards are determined jointly by management 
and workers through collective bargaining, than when 
management does these things solely and arbitrarily. 

Further evidence of these principles is found in The 
Iron Age, a trade journal in the steel industry, which 
reported on February 6, 1941: 


One reason munitions contracts being manufactured by 
Massachusetts firms have not been speeded up is said to be 
a feeling among workers that if they make more than $40 
or $45 a week on piece work, the rate setters would cut 
the pay rate. If piece rates were frozen at current levels 
for the duration of the emergency, it is said, output could 
be tuned up at least 25 percent. 

Knowing his workmen, a Springfield, Mass., manufacturer 
of fire arms with British government contracts recently en- 
closed the following notice in pay envelopes: 

“Smith & Wesson wants to do everything possible for 
defense, and to that end asks all employes to help. Pro- 
duction is needed. The company in order to assist in defense 
work announces that no reduction in any piece price or day 
rate will be made on such work. Make all you can and the 
more you make the better we will like it. Harold Wesson, 
President, Smith & Wesson, Inc.” 


We have not inquired into the results of this pay 
envelope announcement. But if it has not produced the 
desired results it is not because The Iron Age preface 
to it is inaccurate. It is because the employes, lacking a 
union, collective bargaining, and direct participation in 
these vital matters—or if they have a union and col- 
lective bargaining, lacking the security of a union 
shop—did not feel free to walk through the door Mr. 
Wesson opened for them. 

Joint union-management co-operation on such ele- 
mentary matters as wage rates, job evaluations, and set- 
ing work standards develops a pattern of co-operation 
that can be used later for more fundamental matters 
and on a broader scale. When collective bargaining in 
a local industrial establishment reaches maturity it is 
then possible for the union and management to co- 
operate to increase efficiency, reduce wastes, and other- 
wise cut costs of production. 

Before union-management relations can reach such a 
state of maturity, however, it is first necessary that the 
principle of the union shop form of recognition be in- 
corporated into the collective bargaining contract. 
Though this is not a cure-all formula, yet it is essential 
to opening the door to higher earnings and greater 
productivity. 
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New Management Views in Today’s Hysteria’ 
By O. G. VAN CAMPEN 


Industrial Relations Consultant, American Can Company, New York 


NEW worker experiences definite problems in 

his attempt to adjust himself or to conform to 

the plant behavior so that he ceases to be a 
“greenhorn” and becomes one of the “natives.” Any- 
one who has done consulting work is aware of the need 
for a speedy and accurate absorption of the plant be- 
havior, language, and above all, a consultant or indus- 
trial engineer becomes highly conscious of a plant’s 
“tone.” 

The thinking of the superintendent, running down 
through the foreman or supervisory group, definitely 
creates standards of relationships—human relationships 
and relationships to work that soon become molded into 
a plant standard, or “tone.” There we see the thinking 
of executives rapidly becoming focused, and in due 
time there has come a by-product, which is known as the 
characteristic plant “tone.” 

In some plants, for example, the tone is severe, tight, 
requiring strict conformity to standards. This is par- 
ticularly true in precision plants—optical, fine gauges, 
machine work within very narrow tolerances. Out of 
the precision of the work, of course, is developed a type 
of man capable of doing precision work. This type 
becomes more impressive as it becomes a group—the 
single individual multiplied into a working force, out of 
which in a number of years there grows a pattern. The 
superintendent, the foreman and the entire plant thus 
are patterned after a definite behavior with a specific 
code, a specific relationship of values which ultimately 
becomes the philosophy and the thought process and 
human relations standard of the plant. 

In other plants the plant tone is loose. One might 
term it almost “sloppy.” This is particularly true in 
plants where the skill is less highly developed, where 
precision does not appear except with a very broad 
tolerance relationship; and then the quality of goods 
manufactured has much to do with the type of person 
willing to work in that particular plant, drawn to that 
plant and supervised by the type of executive that is 
the by-product of that plant. 

Those of us who have been identified with a partic- 


1Paper presented at a meeting of the Philadelphia Chapter of The 
Society for the Advancement of Management, October 23, 1941. 


ular company for a number of years have lost sight of 
the degree of grooved thinking that is characteristic of 
the plant in which we work. So deeply do habits of 
behavior, conformity, procedure, become grooved in our 
lives, that the attention ceases to note it, and it all 
becomes lost behind mental blind spots, until finally 
you take your institution for granted. It is “right” 
because it endures, because it produces and because it 
survives ; the behavior, the deportment, the conduct, the 
beliefs, the points of view, are right because they are a 
part of that which you serve or are identified with. 


Institutional Thinking 


It is interesting to note the institutional thinking that 
is characteristic of industrial America—in the different 
kinds of plants and shops and stores. Only those who 
have gone from plant to plant, who have not been so 
grooved by long contact, by deep immersion in a specific 
plant, can appreciate the degree of static standards that 
institutional beliefs ultimately inculcate into those work- 
ing within them—this plant “tone” surrounding the 
product, the profession, the tradition of the industry. 

It is this institutional philosophy, this institutional 
code, this institutional creed or point of view that is 
perhaps the most solid resisting force that must be 
broken as America seeks to meet the emergency with 
which it is confronted. There are still hundreds of 
thousands of executives throughout our country that 
can be numbered among the die-hards—those who re- 
sist, even viciously, the changes in the industrial, social 
and economic relationships being brought about by the 
great pressure of the international situation. 

Man, when he becomes identified with an institution, 
tends to intensify his prior conceptions or convictions or 
individual code to the point where there can be no other 
than his point of view and his approach. Perhaps the 
one best way to penetrate, to dissolve—I do not like 
the word “breakdown’’—the resistance caused by indus- 
trial or conditioned thinking, is to introduce a new 
vocabulary, new word symbols, thought symbols, born 
out of a new field of investigation and research; a new 
field that offers new techniques. 
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Outline of Civilization 


The other night I flew in to New York City at night, 
as I often do, over part of New Jersey and New York, 
and I saw the city beneath—twinkling lights spread in 
a kind of fairylike fabric over the flat of the earth below, 
presenting an illumined pattern that really outlined 
what we call civilization—civilized America. Tucked 
beneath those lights in the many thousands of homes 
visible from the plane were human beings; within those 
homes in which they lived, beneath those roofs that cov- 
ered them, wherever the lights twinkled, was another 
kind of institutional belief, called the belief, or point of 
view, or social code of the home. 

I was impressed with the fact, as I looked down upon 
those twinkling lights of those many thousands of 
homes, that undoubtedly there was definite variance in 
the philosophy in each one of those homes. Yes—as in 
industry, there were common principles believed in by 
all the people in all those homes. There were certain 
points of philosophy or ideals to which all people in 
those homes conformed. Yes—but while there were 
fundamental driving ideas and motivating ideas, there 
were these variances: each home modified the parental, 
the filial relationship; the relation of the home to the 
community, to its church and social obligations; its 
relation to the city, the county, the state and the nation. 

An impressive thought, an impressive picture—from 
the dome of the Perisphere at the World’s Fair—came 
to my mind in close-up, perhaps sequential to the view 
of the twinkling lights. As I sat in the plane looking 
down at the lights, I suddenly recalled the picture that 
had been flashed on the dome of the Perisphere. You 
probably recall it too. 

This great dome was quite symbolic of the space we 
assume is somewhere in the heavens—it was a curved 
dome, a lofty thing—and on its inner surface was pro- 
jected this motion picture serial of people walking, end- 
lessly walking by the thousands, by the hundreds of 
thousands, by the millions. They were the workers of 
the nation, coming ever, from birth to maturity, out of 
homes all over this country of ours, over all the world— 
this endless procession of young men and young women 
who clamor at the gates of our plants and factories and 
stores, asking for the right to a livelihood, to shelter, to 
establishment. 


Broader Scope for Thinking 


With these great masses coming in endless procession, 
year after year to American industry, the fixed thinking 
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of the institution must give way to the broader scope, 
the wider concept of realization of the demands, normal 
and just, of these hundreds of thousands of people who 
come to us asking what we can do for them in order 
that they may carry on in homes of their own. Institu- 
tional thinking must spread until it is closer to the pulse 
of the thinking, the motives, the aspirations, the hopes 
and fears of these ever-coming masses. 

John Wanamaker used to say that when he wanted to 
sell hats to women he would sit on a bench in the park 
and watch the women go by, and then he would have a 
milliner make just such hats as the people were wearing. 
He would sell them back to the women—and they 
bought them and were quite content. John Wana- 
maker’s then was a young institution; it was close to 
the pulse of the people. 

It is interesting to contemplate the great change that 
has taken place in women’s hats. The milliners, the 
stylists and the manufacturers have gotten together with 
Hollywood and the publishers, and we men have to 
stand for the monstrosities they call female headgear. 
It is rather an amusing approach to the idea that the 
women no longer decree the kinds of hats they wear. 
The technique of advertising, style, and manufacturing 
in large quantities has squeezed and shaped the thinking 
of woman until she must wear the hat that the stylists 
provide for her. Because it is something new, and 
because women cannot find any other kind of hat, they 
obey more cheerfully than we men would if somebody 
told us what we had to wear in the way of headgear. 


The Institutional Ego 


It is strange how the institutional ego does develop. 
When the institution is young it seeks to cater to its 
market ; to its buyers. As the institution becomes larger, 
greater, with widespread branches, it develops a kind 
of false security, a kind of institutional consciousness, 
and soon it seeks to bend and twist the worker to its 
kind of thinking; to its needs, and soon we have the 
conflict-issue, which is—‘“‘do, or else!” 


These masses are being awakened today as never ° 


before in the history of our civilization by influences 
that were not heard of twenty-five years or so ago. 

It is true that after the first World War labor became 
alive to its power as a mass; it is true that the people of 
that generation were aware of their importance as a 
mass of workers, or as a mass of soldiers. But even then 
the men who were soldiers and the men and women 
who were workers were still half-believing in the ideals 
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that the older generations had sown in their minds. In 
the opening days of the World War we could be lured 
into participation in such a conflict by phrases as, “to 
make the world safe for democracy,” etc. I submit 
that the present generation would laugh you to scorn 
were you to attempt to lure them by any such simple 
catch phrases as were used at that time. As far as their 
attitude was concerned in participation, in production 
or in military service, the appeal was true; in so far as 
their labor relations were concerned, the power of 
money, the power of ownership, the power of the 
stockholder, the power of management of the old order, 
still held sway. 

But, we had a depression in 1929—the last echoes of 
the war of 1914 to 1918 were brought to consciousness 
again at the sharp disillusionment on the part of the 
masses—when everything went to pieces. The hun- 
dreds of thousands of Legionnaires, many of whom were 
parents, the younger generation who had heard the 
conversations at the dinner table, were aroused again 
to reconsider the hollow philosophy of the older thinkers 
in connection with patriotism, working your way up 
from the bottom, serving your company and being loyal. 
Much of that philosophy became to them a mockery, 
particularly when a man’s belly was affected, when 
layoffs occurred, when the dole and the bread line con- 
fronted them. These shocks of 1932, creating a kind 
of consciousness that we had not confronted before, 
brought about a sophistication in the thinking of the 
masses that must be recognized—a realism, harsh, and 
perhaps distorted, but nevertheless, a realism. 


Disillusionment and Unionism 


Industry cannot force its institutional methods, tech- 
niques, codes, regulations upon this more awakened and 
more highly sophisticated working mass. Added to the 
shocks resulting from the disillusionment of the depres- 
sion was the stimulation of organized labor and a rise of 
the conflict within the ranks of unionism, represented 
by divergent organizations with their intense, unfair, 
distorted competition. 

We recognize today that these masses of workers, 
including you and me—of course we may have on a 
white collar and may have a clean face, but we are still 
part of this great mass—present collective and indi- 
vidual problems that are economic in nature, sociolog- 
ical, industrial, psychological. We recognize that we, 
as representatives of American industry and the tech- 
niques within it, must develop that broader point of 
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view that enables us to think in terms of the problems 
presented in this working class. 

Our task is tremendous. To break in upon the fixed 
beliefs and fixed philosophy of management today is 
an extremely strenuous thing. Perhaps the greatest 
evidence of our misunderstanding of the aspirations, 
objectives, and motives, needs and problems of the 
working masses is our—I was going to say “pathetic’”— 
methods of supervision. 

It is interesting to note that the methods of enforcing 
discipline in plants today are patterned very definitely 
after Mamma’s or Papa’s method of punishing Willie. 
The effort to make the punishment fit the crime seems 
to be the scientific approach to the average superintend- 
ent in the plants. How many times in foremanship 
courses and in other writings on the subject one finds 
such phrases as “maintaining discipline,” “enforcing 
discipline.” 

Many machine shops use as one of their corrective 
measures the posting of a man’s name on the bulletin 
board when he spoils a certain degree of work. It is 
felt by the management—and some of the superintend- 
ents will fight you if you attempt to change this philos- 
ophy—that the humiliation resulting from such publicity 
will cure the man from ever doing such a thing again. 


A Pathetic Delusion 


The behavior of foremen as they seek to compel 
obedience, to compel quality workmanship, to compel 
compliance with regulations, is added evidence of our 
misunderstanding of the obligations and responsibility 
of management toward the great American working 
force. If we contemplate the relationships within a 
plant we find also that management seems to be the 
victim of a very serious and very pathetic delusion. 
From the superintendent to the foremen to the gang 
bosses there is ever-apparent the feeling of ownership. 
In other words the conduct, the emotional attitude of 
the superintendent is that of an owner. It is “his 
plant,” and in many companies today where there are 
branches, particularly in the coal industry, they believe 
that it is right philosophy to teach a superintendent of a 
mine or a plant to think of it as his plant, his property, 
his people. 

This has been regarded as a method of awakening the 
responsibility in the superintendent for the investment 
involved, or awakening in the superintendent a certain 
pride resulting from the development of that which he, 
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the superintendent, possesses, or the branch manager 
possesses. 

It is known that within institutions today, the larger 
ones particularly, there is the constant effort on the 
part of the higher executives to protect the prerogatives 
related to their specific offices, and to enforce regula- 
tions in such a manner as will preserve the dignity, 
authority or function of each particular office. 

These are thumbnail sketches of fixed thinking that 
I submit to you—fragmentary snapshots of patterned 
thinking, set against the larger background of a seeking, 
yearning, hungry horde of human beings who are just 
as individual, just as distinctly different as you and I— 
with all the various problems presented by their indi- 
vidual differences. 

I am led to make a strong statement: organized labor 
knows quite definitely what it wants of management ; 
quite specific lately are its demands. It is of no value 
to enumerate them; we are familiar with them. The 
point is that labor headed by its leaders, knows what 
it wants. Its demands have been set up into a kind of 
platform, and there it is, presented to industry and 
management. 

It is felt that the political situation has been too par- 
tial to labor and not sufficiently fair to management. I 
believe that this is true, but the “whys and wherefores” 
are not for this particular moment. The fact remains 
that management feels that the New Deal, or its legisla- 
tion, has not been fair to the needs and the requirements 
of management. 

But what has management to offer as a selling prop- 
osition to offset the well-developed and well-defined 
code or platform presented by organized labor? Labor 
is specific in what it wants. Whether that is distorted 
is not the point—it is specific. What has management 
to offer labor that is equally specific and well defined? 
Therein lies the problem. 


Workers’ International Appeal 


It is interesting to note that the international appeal 
from across the seas comes from the worker to the 
worker. It was stated over the radio the other day, 
and in the press, that certain sections of English labor 
were demanding assistance; they were demanding an 
active offensive in Russia from England, and there was 
a footnote adding that it was felt that the demand for an 
active expeditionary force or invasion was made by the 
Left Wing, the Communist group, within English labor. 

That is very significant! It is rather a pointing to 
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the fact that labor is becoming more loyal to itself, to 
its organizations, to its international brotherhood, to its 
human bond; more loyal to these things than to the 
national flag and government in which it works. An 
appeal from the workers of England to the workers of 
America ; an appeal of the workers to their own govern- 
ment to go and help out Russia, man-for-man—the 
expanding of the philosophy of the individual and of 
the group until it becomes an exclusive influence that 
is world-wide. Yes, labor is discovering its mass 
power; labor is discovering its mass influence and its 
constructive and destructive power. 

I ask again: What has American industry to offer to 
counterbalance the demands of the worker, of the or- 
ganized labor union? 

Much stress is being laid upon collective bargaining 
and, to a great degree, there is a satisfaction felt by 
labor because it has reached the place where it has the 
power to compel collective bargaining. Labor is begin- 
ning to feel that it is getting benefits and that they come 
from collective bargaining. To a certain degree man- 
agement benefits if collective bargaining can be carried 
out according to contract and on an ethical basis. But 
whenever we speak of compromise we imply conflict. 
That is because of the fact that compromising a conflict 
for the moment has set aside conflict, or rationalized it. 
The conflict must arise again, and again, and again. 

Those of us who have had any experience in nego- 
tiating union contracts know perfectly well that we 
compromise only from year to year. We find that 
whenever we talk about bargaining we imply an ex- 
change of something—a temporary setting aside of 
conflict between management and labor. Wherever we 
have such conflict we cannot, and we do not, have any 
form of lasting development. 

Collective bargaining is not and cannot be the end of 
the efforts of management and labor in a democracy. It 
serves for the moment; it represents a step in the right 
direction. But again I ask the question: What has 
management to offer labor as a constructive platform 
with which management hopes to offset or counterbal- 
ance or compensate, in the eyes of the working man, the 
platform of organized unions? 

Shall the institutions continue to believe, according to 
the old pattern of thinking, that the institutional code 
and ethics, doctrine and philosophies must be defended 
and must be maintained? Must management continue 
to feel that its conflicts are partly political, partly eco- 
nomic, and partly industrial, and that conflict is its only 
outlet and outlook? Must the fixed belief of the presi- 
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dent and vice president continue to motivate the fore- 
man with its mistaken idea of ownership, authority and 
enforcement, discipline and reward? 


Lessons Gained from Hitler 


The answer cannot lie in this direction. The need is 
far greater. It is with a sense of unwillingness that I 
acknowledge that Hitler has taught us a great deal 
about handling men, selecting men and training men. I 
mean Hitler and his staff, his representatives and his 
organization. We are learning by watching this well- 
timed, gigantic machine that seems to be the last word 
in training, in putting the square peg in the square hole, 
in getting maximum efficiency out of the functioning of 
mind, aptitude, skill and physical reserve. We have ad- 
vanced twenty-five years here in the United States. The 
pressure of these months has thrown our thinking 
ahead. In the quiet stability of 1925-1927 we were not 
concerned with supervision as we are today; nor were 
we concerned with specific methods of training; nor 
were we thinking of the relationship of the foreman to 
quality production and to cost and to labor troubles. 

However we are thinking of those things now, be- 
cause the great pressure for speed-production in a mini- 
mum of days and weeks and months has forced manage- 
ment, against its will perhaps, to face the cold, hard fact 
that man, properly trained and properly supervised, is 
still the most important link in the production line; a 
link between the raw material and the shipping room; 
the link between the overhead in the plant and the profit 
and loss sheet; the link between the plant supervision 
and the case hearing before the labor delegates in Wash- 
ington. 

We are being forced to see these things as never be- 
fore, and out of the seeming chaos in which we find our- 
selves as industrialists, discoveries are being made that 
are encouraging. Techniques are being developed that 
give promise of a better kind of solution that may be 
effective in the postwar era. As we seek to take super- 
visors from our plant floors and transfer them to new 
plants for which ground has just been broken, we are 
forced to consider more carefully the aptitude, the emo- 
tional balance, the personality qualities, the skills of the 
individual we pick for the supervisory job in the new 
plant. 


Learning Ability Studied 


As we seek to construct training methods that will 
produce, not the total machinist or the all-round me- 
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chanic, but the operator of machines, we are brought 
more closely face to face with learning ability, with in- 
telligence levels, with finger dexterity, with learning 
processes and work habits. We are discovering now 
more clearly how the worker learns, how his learning 
period must be broken to prevent monotony and fatigue, 
and how time must be wisely set so that he does not 
waste his time needlessly overlong in some particular 
phase of his training; and as workers grow taut with 
the pressure of long working hours under speed, we are 
becoming, through closer supervision, more aware of 
the explosion points in the worker, more aware of his 
difficulty of adjustment, of the fact that man is a human 
machine that must be maintained as we now maintain 
the turret lathe or the milling machine or the motor. 

Yes, we are awakening to a new insight, a more accu- 
rate knowledge of these things; but again—here they 
come thousand upon thousand, with a new sense of mass 
power and a new sophistication, a more realistic point of 
view and a more urgent demand for a right to a job. 

We realize as we confront this newly aroused, half- 
hysterical, emotionally distorted mass, swayed by inter- 
national as well as national sociological and economic 
influences, that our techniques must be more refined; 
we recognize that our philosophy as industrialists must 
be more crystallized to an exactness predicated upon sci- 
entific data that will enable us to—what? 

Industry must meet this highly individualistic, inde- 
pendent, sophisticated, dynamic worker with a specific 
kind of structure that will be just as real to the worker 
as are the distorted promises and exaggerated doctrines 
of his union leader. It is felt by many that as a result 
of the hardheaded, highly sophisticated, distorted think- 
ing of the workers, we may be faced with a labor gov- 
ernment, particularly if we were to lose the war. Some 
think we may have one anyhow, whether we win or lose. 
At any rate we are going to face a worker conscious of 
his power and his importance, and conscious of his 
rights—overconscious of his rights. And I say again, 
we must present to that man an industrial management 
structure that will be just as realistic to him as is the 
doctrine of his union leader, and one that will give a 
greater degree of security, or promise of security, than 
he is receiving from the kind of philosophy in which he 
believes at present. 

To begin with, management must recognize that work 
for the worker in a democracy is not something that the 
worker does for so much per hour or day. In other 
words, that it is labor hired at a price, and that alone. 
Management must not continue to believe that a job is 
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something for which a worker must qualify, must be 
bent, and to which a worker must conform as though 
that job were an institutional code. Management must 
recognize this: We are in, we do have and shall continue 
to have a democracy in America, and the industrial life 
of the worker represents simply a phase of the worker’s 
self-expression through which he employs whatever 
skill, talent, ability he may have in some specific direc- 
tion, the result of which is wages and financial return. 


A Guarantee Required 


We must think of work as a means or a form of ac- 
tivity that will enable the worker to grow from the stage 
of an apprentice to the higher job at the higher financial 
return to him in order that he may marry, establish a 
home and become a useful member of a community. 
We must recognize that in order to do this we must 
guarantee to the worker, through the perfection of the 
techniques which we as management shall have devel- 
oped, that we shall learn to understand Mr. Worker in 
his aptitudes, his skills, his temperament, his interests, 
his emotional balance, his physical condition; and that 
we shall place him in that kind of job that will fit the 
type of skill and type of temperament that is his in such 
a manner that he shall develop, as a worker, a higher de- 
gree of skill, a greater degree of pride, a higher sense of 
worthwhile living and a greater assurance of continued 
employment. 

I mentioned this to one gentleman and he said, “That 
seems very intangible and farfetched and very idealis- 
tic.” 

Well, I wonder if it is. We talk now of forms of 
testing. Shall these methods not continue to develop? 
We talk of a keener insight into the temperament and 
emotional structure of the individual by bringing to bear 
the aid of the industrial physician, and the procedures 
for testing the physical, emotional, nervous makeup of 
the worker. We are taking steps in that direction. If 
our thoughts will only continue to work toward a per- 
fection of these methods—not for discrimination against 
the worker, but in order to fulfill our obligation to the 
worker. With this added to our methods of testing, 
our methods of selection and so forth, may we not build 
a more accurate job analysis? Surely, from out of the 
knowledge of the work with its degree of skills required 
by the job, the complicated mental effort, the hazards, 
the physical demands, shall we not know more about 
the kind of man required to fit that job? If we will 


continue to perfect this effort that we are now making 
toward a keener and more accurate job analysis, we 
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shall then reach a better job evaluation, or wage level, 
or wage scale. And out of that, if our job analyses 
are worth a damn, and are not theoretical, there shall 
come a definite, mathematical, logarithmic curve by which 
jobs are rated, and that method of evaluation will paral- 
lel the payroll, or should; so that out of job analysis 
there comes a kind of job evaluation that is based, not 
upon the whim of some executive or some board, but 
rather on a definite ratio of quality of the work, the 
complications of the demands of the job against a math- 
ematical, correct dollar basis for the payroll structure. 


Winning Workers’ Confidence 


Now I submit to you that workers will be responsive 
if they find that there is a united effort on the part of 
management in all phases of industry to eliminate the 
horse-trading, to take the tongue out of the cheek, to 
end the auctioneering in relation to the worker and to 
substitute this open, frank, sound job analysis, job evalu- 
ation, man-qualification, alongside job alignment, which 
means that workers are given an opportunity to pro- 
gress from the simplest to the most complicated task; 
from the lower earnings to the higher earnings. If, in 
addition to that, there is a thorough scientific method of 
testing a definite apprenticeship program that is in- 
tended to develop the worker and to fit him for con- 
tinued training as he goes up from job to job; if there 
is apparent management’s honest interest in the future 
of the worker, his economic value and social and com- 
munity value; if management will develop these simple 
techniques, and we have them together in a platform 
of what management desires to do for the worker— 
encourage his continued development in what we might 
term “industrial democracy”—it seems fair to assume 
that we can go beyond the conflict on the collective bar- 
gaining level into the newest sphere, where management 
and organized labor recognize that their mutual obliga- 
tions are to develop an integrated structure, in which the 
needs of the worker and all that that implies, and the 
needs of management, back to the stockholders, shall 
be promoted. Such an integrated structure would be 
industrial, economic, social; it would make for a work- 
ing organization that would become a unified thing, 
united in a common purpose, perpetuating a sound econ- 
omy, a harmonious social structure and a productive in- 
dustrial setup as the true expression of the words we 
use so glibly—“Democracies on the North American 
Continent.” 


(Please turn to page 83) 
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The Outlook for Private Enterprise in America 
By SUMNER H. SLICHTER 


Lamont University Professor, Harvard University 


cent of the people believe that after the war we 

shall have to work harder; 60 percent that pay 
will be lower ; 43 percent that prices will be higher ; and 
61 percent that there will be a great deal of unemploy- 
ment. Iam not going to take time to put these figures 
together and ask what they add up to, but I call atten- 
tion to the fact that it does not make sense to expect 
lower pay, more unemployment, and higher prices. 
Lower prices, lower wages and unemployment might be 
found together, but, barring very extraordinary condi- 
tions, not higher prices, lower wages and unemployment. 

This poll is significant because it illustrates the indis- 
criminate pessimism which has been rampant in this 
country during recent years and which I suspect most 
people rather enjoy. Indeed, there seems to be a com- 
petition in pessimism about the country’s economic fu- 
ture, with one person trying to make a blacker forecast 
than the other. Let me remind you that the man-hour 
productivity of American industry has been growing 
rapidly in the last twenty years, and in 1940 was nearly 
double in non-agricultural industries the man-hour out- 
put of 1920. Consequently, any conclusion that the 
standard of living of this country will be lower after the 
war than before must assume either a great destruction 
of capital by the war within the United States or politi- 
cal incapacity on the part of our people to provide con- 
ditions favorable to the full use of our resources. 

In striking contrast to American pessimism is the 
sober optimism of the British. The most objective and 
impressive measure of British optimism is the level of 
stock prices. This has risen on the London Exchange 
over 20 percent during the last year, while it has fallen 
about 15 percent in New York. This contrast is not en- 
tirely explained by British liquidation of American 
holdings. A short time ago I was talking with some 
Englishmen who had recently come over for a short 
business trip. I found them eager to get back to Eng- 
land because they found the atmosphere in America too 
depressing. 


A RECENT public opinion poll reports that 70 per- 


1 Paper presented before the Thirtieth Annual Convention, Investment 
Bankers Association of America, Chicago, Illinois, December 2, 1941. 
Reprinted by permission. 


The answer to the question “What is the outlook for 
private enterprise in America?” depends, I think, in the 
main, upon the success of private enterprise in giving 
employment. If industry does a good job of providing 
work and economic opportunity, the government, on the 
whole, will leave well enough alone and will confine it- 
self to dealing with special situations. On the other 
hand, if private enterprise does a poor job of giving em- 
ployment, the government will attempt to do something 
about it. The result will be that the decision of many 
industrial policies will be transferred from businessmen 
and trade unions to the government. 

That, I take it, is really what we are thinking about 
when we ask about the future of private enterprise. It 
is not that the government is going to take over the hun- 
dreds of thousands of concerns upon which we depend 
for our standard of living. Rather, it is that the crucial 
decisions of policy will be made, not by businessmen and 
leaders of labor organizations, but by government com- 
missioners, legislatures, and other public agencies. So, 
if businessmen wish to retain the policymaking func- 
tions, all they have to do is to do a good job of furnish- 
ing employment and economic opportunity. 

What I propose to discuss, therefore, is whether pri- 
vate enterprise can furnish a job to virtually everyone 
who wishes to work and who is fit to work. 

It has been argued before the Temporary National 
Economic Committee and elsewhere that private enter- 
prise cannot give sufficient employment because invest- 
ment opportunities have been permanently curtailed by 
the settling of the country and by the drop in the rate 
of population growth. If investment opportunities are 
not sufficient to absorb the savings of the country, sav- 
ings pile up as idle deposits. Idle deposits, of course, 
are not demand for either goods or labor. Hence idle 
deposits mean idle men. 

Undoubtedly the job of maintaining a high level of 
employment would be considerably easier if the country 
had more and richer natural resources to develop. An- 
other Mississippi Valley would add greatly to invest- 
ment opportunities and to the demand for labor—it 
would be foolish to deny that. It is at least possible that 
the United States will have the vision to provide itself 
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with the equivalent of several Mississippi Valleys by 
taking the lead in encouraging large international move- 
ments of goods and capital after the war. Should this 
happen on a substantial scale, no one would need to 
worry about investment opportunities for a generation 
or more. 

But even if the United States should fail after the 
war to provide conditions favorable to large interna- 
tional movements of goods, the country need not lack a 
sufficiency of investment opportunities. These depend 
not only upon natural resources but in large measure 
upon the rate of technological discovery and upon the 
relationship between costs and prices. The argument 
that the development of the country prevents a suffi- 
ciency of investment opportunities loses much of its 
force when one notes that older and more developed 
countries experienced a milder depression and a more 
complete recovery than did the United States. In 1936, 
before rearmament had spread outside of Germany, 
twenty out of twenty-three countries for which the 
League of Nations compiled production data had a 
larger industrial production than in 1929. The United 
Kingdom is not exactly a new country, but in 1936 its 
industrial production was 15.8 percent above 1929. 
Greece, another country that is far from new, had 
an industrial production 39.2 percent above 1929. 
In Sweden industrial production was 35 percent above 
1929; in Hungary, 18.4 percent above; in Finland, 39 
percent above; in Denmark, 30 percent above. Only 
three countries out of iwenty-three had failed by 1936 
to surpass their industrial production of 1929. The 
United States was one of these three—in twenty-first 
place among the twenty-three countries, with industrial 
production about 7 percent below 1929. 


Population Rise Not Essential 


The increase in population between 1930 and 1940 
was little more than half the increase between 1920 and 
1930, and the drop may be expected to continue. By 
1970 or 1980 the growth of population in the United 
States may cease. It is argued that the drop in the pop- 
ulation growth will produce an insufficiency of invest- 
ment opportunities. This is an argument that is often 
misunderstood. Mere growth in numbers of people does 
not increase demand for goods. Otherwise Puerto Rico 
would be one of the most prosperous of our possessions 
instead of suffering dire poverty aggravated by rapid 
growth of population. The proposition that the drop in 
population growth will produce unemployment has two 
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parts. One part is that smaller families will increase the 
volume of saving and thus increase the supply of invest- 
ment-seeking funds. The other part is that smaller 
growth of population will diminish the returns on capi- 
tal by limiting the amount of capital that can be used to 
provide additional workers with jobs. This would com- 
pel a larger proportion of savings to be used to increase 
the amount of capital per worker. 

Whether a smaller growth of population will increase 
the volume of savings is uncertain. When the number 
of children is small, larger savings are possible, but most 
of the money which might be saved may go to give the 
children a better education. Furthermore, a slower in- 
crease of population means that a larger proportion of 
the population will have ceased to work and will be in 
the age brackets when savings are consumed rather than 
accumulated. In 1940, 6.4 percent of the population of 
the country was 65 years of age or more; by 1980 this 
is expected to be 16.4 percent. If life expectancy at age 
65 increases, this proportion will be still higher. Fur- 
thermore, there has been a steady tendency for men to 
retire at an earlier age and thus live for more years 
from the income or principal of past savings. All in all, 
it does not look as if the decline in the rate of population 
growth were likely to increase the proportion of savings 
to total income. 

(It is interesting to note that despite the drop in the 
rate of population growth, there has been little change 
in the number of persons in the population per gainfully 
employed worker. In 1900, the number of persons per 
gainfully employed worker was 2.61; in 1919, 2.41; in 
1920, 2.54; in 1930, 2.51; and in 1940, 2.50. It is to be 
noted that gainfully employed workers are not restricted 
to those actually at work. The so-called gainfully em- 
ployed include the unemployed—that is, those seeking 
jobs—as well as those holding jobs.) 

More important is the possibility that the drop in the 
rate of population growth will restrict investment op- 
portunities by limiting the amount of capital which can 
be used to provide additional workers with jobs. Sup- 
pose that $3,000 is required on the average to give the 
worker the tools and equipment which he needs in mod- 
ern industry. If the working force is growing by 700,- 
000 per year (as it did during the twenties), about $2.1 
billions of savings would be required to provide the in- 
creased number of workers with plant and equipment. 
If the addition to the working force were to drop to 
300,000 a year, as it may within a decade, the amount 
required to provide them with plant and equipment 
would be only $900 millions. This means that $1.2 bil- 
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lions of savings would have to find an outlet by increas- 
ing the amount of capital per worker or by increasing 
the amount of housing and other durable goods per per- 
son. To that extent a drop in the rate of population 
growth would limit the outlets for investment funds. 

Technological research has been increasing the 
amount of capital which each worker can advantage- 
ously use. In 1929 the amount of capital per worker 
(in dollars of constant purchasing power) in the United 
States was almost three times as large as in 1879. Tech- 
nological change is virtually certain to continue to in- 
crease the amount of capital which each worker can ad- 
vantageously manage, because inventions consist very 
largely of making machines more automatic and attach- 
ing more automatic devices to them. The accumulation 
of capital is already so large that a very small increase 
in capital per worker would absorb a large amount of 
savings. 

The National Resources Committee recently esti- 
mated that the plant and equipment of American indus- 
try (exclusive of land values and government property ) 
was about $120 billions. An increase of a little more 
than 1 percent in capital per worker would offset the 
drop in investment opportunities resulting from a de- 
crease in the increment of the working force from 700,- 
000 to 300,000 a year. Consequently, the drop in the 
rate of population growth would not appear to limit in- 
vestment opportunity to a serious extent. 

(Contrary to popular impression, slower population 
growth may stimulate rather than diminish the demand 
for housing. Indeed, the recent housing boom in Eng- 
land has been based in part on the fact that families 
were smaller. The population of England and Wales 
increased from 1910 to 1930 at only one-third the rate 
in the United States and it is now almost stationary. 
Nevertheless, during the ten years preceding the out- 
break of the Second World War, England and Wales 
constructed virtually as many housing units per thou- 
sand families per year as did the United States on the 
average during the eight years of the building boom of 
the twenties. Only about one-fourth the British dwel- 
lings were constructed with government aid.) 


Four Factors Affect Employment 


More important than the settlement of the continent 
and the drop in population growth in affecting the abil- 
ity of private enterprise to give employment are recent 
shifts in economic and political power, recent changes 
in public policy and recent developments in technologi- 
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cal research. Four principal conditions determine the 
amount of employment which private enterprise can 
give: (1) current relationships between costs and 
prices; (2) prospective relationships between costs and 
prices ; (3) the willingness of investors and business en- 
terprises to embark upon venturesome undertakings ; 
(4) the rate of technological change. 

The first two—current relationships between costs 
and prices and prospective relationships between costs 
and prices—may be considered together. Private pro- 
duction, of course, must pay for itself. Some manage- 
ments are more efficient than others; some plants are 
more efficient than others ; some machines in a plant are 
more up to date and efficient than others; some work- 
men are more efficient than others. Consequently, the 
proportion of plants which can operate at any given 
time, the rate at which they can afford to operate and 
the number of men which they can afford to employ, 
depend upon the relationship between costs and prices. 
An unfavorable relationship will make it impossible for 
some high-cost plants to run and for other plants to use 
certain high-cost equipment, or to employ some of the 
less efficient workmen. (The precise way in which cost- 
price relationships limit the scale of operations has not 
been thoroughly explored by economists. In some cases 
the limiting factor of production may not be the physi- 
cal capacity of the plant or the direct operating costs, 
but the ability of the enterprise to get bank loans for 
working capital. This latter will depend in part upon 
the profit record of the enterprise, which will in turn 
depend upon cost-price relationships.) Likewise, the 
proportion of new ideas in technological discoveries 
which appear to be worth exploiting depends upon cost- 
price relationships. The higher costs rise in relation to 
prices, the smaller the proportion of new ideas which 
appear to be worth exploiting. 


What Is Trend of Cost-to-Price? 


More important than current relationships between 
costs and prices are expected relationships. It is a strik- 
ing fact that revival from depression usually starts when 
costs are high relative to prices. The revival may be 
started by the necessity of replacing inventories or 
equipment, or by signs that the relationship between 
costs and prices is likely to improve. At any rate, as 
soon as the expectation becomes fairly general that the 
relationship between prices and costs will improve, re- 
vival becomes quite pervasive. 

Recovery from the recent depression in the United 
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States was impeded (1) partly by the difficulties in im- 
proving cost-price relationships, and (2) partly by 
conditions which created unfavorable expectations con- 
cerning future cost-price relationships. Many people 
believed that the country had unemployment and idle 
plants because there was not enough consumer purchas- 
ing power (which was partly true) and that the way to 
create more consumer purchasing power and to put 
men to work was to raise wages. 

That sounds plausible and many businessmen believed 
it—at least for a time—and the movement to raise 
wages under the NRA received support from all parts 
of the community. Of course, the above reasoning is 
simply a roundabout way of saying that the way to sell 
more labor is to charge a higher price for it. There are 
conditions under which this extraordinary proposition 
seems to be true, but they do not seem to be conditions 
which ordinarily prevail. At any rate, between 1933 
and 1936 the hourly earnings of factory workers rose 
25 percent, and between 1933 and 1937, 40 percent— 
one of the fastest advances in the history of the coun- 
try. Prices rose also and efficiency greatly improved, 
so that a gain in profits accompanied the rise in wages. 
In 1937, however, with a national income of $71.4 bil- 
lions, the profits of non-financial corporations were $3.8 
billions, in comparison with $5.3 billions in 1923, when 
the national income was virtually the same as in 1937— 
$70.0 billions. It is instructive to compare the revival 
of profits after 1934 with the revival after 1921—two 
years in which the national income was about $50 bil- 
lions. Between 1921 and 1923 the rise in the national 
income of $17.2 billions above a level of $52.8 billions 
produced a gain of $5.6 billions in the profits of non- 
financial corporations. Between 1934 and 1937 a 
slightly larger rise in the national income ($21.1 billions) 
above $50.3 billions produced a gain of $3 billions in 
profits. In 1923, with a national income of about $70.0 
billions, 61.9 percent of all active non-financial corpora- 
tions made money; in 1937, with a national income of 
$71.4 billions, only 41.1 percent of all active non- 
financial corporations made money. 

The importance of the difficulties of converting an 
increase in business into profits since 1933 must not be 
exaggerated. On the whole, business did a fairly good 
job in the face of great difficulties. Far more important 
was the fact that costs were not under control. The 
rapid spread of organized labor was producing a major 
shift in economic power. The growth of organized 
labor must be regarded as long overdue. It was partly 
a result of a change in the character of the working 
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force. Between 1890 and the middle of the depression 
the number of high school graduates increased twenty- 
five fold. By the early thirties, two out of five children 
were completing a high school education and most oth- 
ers were obtaining one or two years of it. Educated 
and thoughtful workmen are likely to expect an oppor- 
tunity to negotiate the terms of employment with their 
employers. Interest in labor organization was stimu- 
lated by changes in the labor market, particularly by the 
drop in the resignation rate to less than one-quarter the 
rate before the First World War. This greatly stimu- 
lated the interest of workers in job tenure and hence in 
unions to protect their job tenure. However success- 
fully business may ultimately adjust itself to the rise of 
organized labor, managements were naturally hesitant 
to make long-term commitments while the shift in 
power was still going on because they did not know how 
far it would go or what would be its ultimate effect upon 
costs. 


Venture Capital Needed 


The third principal determinant of the level of em- 
ployment is the availability of venture capital. During 
the period of recovery this was reduced in several im- 
portant ways. The principal source of venture capital 
has always been the plowed back earnings of business 
enterprises. These have been the spearhead of expan- 
sion, the prerequisite for drawing in funds from the 
outside. Although some corporations were able to save, 
corporations as a whole had no savings in the entire 
period from 1929 to 1940. Managements were inter- 
ested in maintaining or restoring dividend rates estab- 
lished in the twenties. Even in 1936 and 1937, when 
corporations as a whole did fairly well, dividend dis- 
bursements exceeded earnings by a billion a year. 

Much of the venture capital used in American busi- 
ness has been provided by local capitalists who stood 
ready to back small local concerns. The depression was 
hard on these men, and the bank failures in particular 
diminished both their fortunes and their willingness to 
take risks. To these restraints on the supply of venture 
capital must be added the effect of federal fiscal policy. 
Between 1929 and 1936 the effective rate of the cor- 
porate income tax was virtually doubled. The base rate 
was raised in 1932, consolidated returns were abolished 
in 1934, intercorporate dividends were taxed in 1935, 
taxes on undistributed profits were added in 1936. Some 
changes were particularly well designed to penalize 
chance-taking. The loss carry-over provision in the 
corporate income tax was limited to one year in 1932, 
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abolished in 1933, and not restored until 1938. Capital 
losses, which had been fully deductible up to 1932, were 
deductible to only a limited degree throughout the criti- 
cal period between 1932 and 1938. Drastic changes 
were also made in individual income tax rates. How 
severely tax increases reduced returns on investments in 
equities is indicated by the fact that by 1938 a man with 
an income of $50,000 a year needed a yield of 8 percent 
before his tax in order to obtain a return of 5.4 percent. 
At the same time the capital loss provision of the in- 
come tax was modified to narrow greatly the oppor- 
tunity to deduct capital losses. Can one imagine better 
arrangements for encouraging investors to avoid ven- 
turesome commitments ? 

The effect of tax changes was magnified by the per- 
sistence of a large deficit in the regular budget, undimin- 
ished except for one year, in the face of a substantial 
rise in the national income and of large increases in 
taxes. When neither rising national income nor rising 
tax rates reduce the deficit, who could avoid concluding 
that substantially higher taxes were ahead and that, in 
view of the record, they might fall in substantial meas- 
ure upon the return from venture capital? 


Technological Change Must Continue 


The fourth principal determinant of the ability of 
private enterprise to give employment is the rate of 
technological change. Other conditions being equal, the 
faster the rate of change, the more abundant are invest- 
ment opportunities and the greater, therefore, the de- 
mand for capital goods and for labor. The spread of 
technological research is one of the bright spots in the 
economic picture during recent years. During 1940 
there were nine times as many men engaged in indus- 
trial research in American business as in 1920 and bud- 


‘gets devoted to industrial research were nine times as 


large as in 1920. The spread of industrial research con- 
tinued pretty steadily throughout the depression and the 
recovery. The moderately good record of American 
business in increasing employment after 1933 in the face 
of formidable obstacles must be attributed in large 
measure to the demand for new equipment created by 
industrial research and the new products developed in 
research laboratories. 


Will Unions Stop Progress? 


What are the prospects that private enterprise will be 
able to do a better job of providing employment in the 
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future than in the immediate past? The answer to this 
question depends upon what can be done to meet the re- 
quirements for a high level of employment—favorable 
present and prospective relations between costs and 
prices; willingness on the part of individual capitalists 
and enterprises to undertake risky ventures ; a rapid rate 
of technological discovery. 

Are reasonably satisfactory cost-price relationships 
and reasonable assurance with respect to future cost- 
price relationships compatible with a large and powerful 
labor movement? Or are large and powerful trade 
unions bound to advance wages too fast for the rate of 
technological change? The answer depends in the main 
upon two things: (1) the success of managements in 
developing an interest among unions in helping to im- 
prove products and methods of operation, and (2) the 
willingness of employers to organize for the purpose of 
protecting the return on capital. 

Many union leaders, especially national leaders, know 
that the standard of living of workers cannot be raised 
very far unless the productivity of industry is raised. 
Even such a modest standard as $1,000 a year for every 
man, woman and child would require a 50 percent in- 
crease in output—a national production of $140 billions. 
Unionism does not necessarily mean that management 
cannot make arrangements to discuss problems of 
safety, production, quality control and training with 
shop committees, and to obtain from such committees 
many suggestions for raising plant efficiency. In fact, 
most unions are glad to select shop committees for that 
purpose. Satisfactory employer-union relations need to 
be based upon the understanding by the men of operat- 
ing and competitive problems of the business which such 
committees can give. 

Rough equality of bargaining power between labor 
and employers requires in many industries organization 
by employers. This is especially true in industries 
where employers are small. It is even true in other in- 
dustries, because a large automobile manufacturer, for 
example, cannot afford to be shut down while his com- 
petitors take the business. The possibility of maintain- 
ing reasonably satisfactory relations between costs and 
prices, therefore, will depend partly upon the willing- 
ness of American employers to organize for the purpose 
of protecting the return on capital. At the present time 
there are few organizations among American employers 
for bargaining with unions and those which exist are 
nearly all weak, with little money in their treasuries and 
little authority over their members. The success of col- 
lective bargaining in Sweden and the United Kingdom 
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is partly attributable to the fact that employers have 
formed powerful national organizations to protect the 
return on capital.” 

Incidentally, recognition of unions and attempts to 
work out friendly relations with them are likely to be 
cheaper for business than attempts to prevent the spread 
of unions by granting wage increases—as many enter- 
prises did in 1936 and 1937. Between 1936 and 1937 
the hourly earnings of factory workers advanced 12 
percent. This increase was not in the main directly pro- 
duced either by trade unions or by the government. It 
was largely produced by employers who expected by 
raising wages to destroy the interest of their employes 
in labor unions. The effect was the opposite. When 
the men saw wage increases popping all over the land- 
scape, they said: “There is a lot of easy money around. 
If we organize we can get more of it.” So this attempt 
to check the spread of organization stimulated it and 
many an employer who gave one wage increase to pre- 
vent his men from organizing was compelled to give 
another. 


What of the Supply of Capital? 


The supply of venture capital will depend partly upon 
the fiscal policies of the government and partly upon the 
organization of the capital market. The postwar budget 
is likely to run about $15 billions a year at present 
prices. The taxes of 1941 would yield this amount on 
a national income of $100 billions. Given a satisfactory 
outcome of the war and reasonably favorable public 
policies, the national income by 1950 (in terms of pres- 
ent prices) ought to be about $120 billions a year and 
possibly much more. That figure assumes an increase 
of only 9 percent in the number of people employed and 
a moderate rate of technological change, with an in- 
crease in man-hour productivity of only 25 percent in 
eight years. Progress is likely to be much faster than 
that. 

All of this is important because it indicates the possi- 
bility of substantial reductions in taxes after the war. 
If business is on friendly terms with organized labor 
and able to command support from it, unions and busi- 
ness should be able to persuade Congress to make tax 
changes which are well designed to encourage enterprise 
and to raise the demand for labor. A reduction in the 
tax on that part of corporate profits spent for new plant 
and equipment (the reverse of the undistributed profits 

2An illuminating discussion of Sweden’s experience with collective 


bargaining will be found in Norgren, Paul H., Tke Swedish Collective 
Bargaining System, Harvard University Press, Cambridge, Massachusetts, 
1941. 
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tax) would help restore the practice of plowing back 
earnings—so necessary if new concerns are to grow 
readily and furnish stiff competition to established 
firms. The loss carry-over provisions of the corporate 
income tax could be modified to facilitate the accumula- 
tion of capital by new concerns as well as to reduce the 
risk of loss by all concerns. A more flexible treatment 
of depreciation allowances would also reduce the risk of 
loss. Enterprises might be encouraged to write off half 
the cost of new assets during the first three or four 
years of their life. This would increase the subsequent 
tax liability of the concern, but it would reduce the 
chance that the enterprise might pay taxes for several 
years on a venture which eventually turned out to be a 
failure. 

It may nqt make political sense to talk about sweep- 
ing reductions in surtax rates. But surtaxes in recent 
years have been so severe as to prevent recipients of 
large incomes from considering the type of investment 
where the possibility of large capital losses is offset by 
the possibility of large gains. Thus, there is conflict 
between the interest of the community in a more even 
distribution of wealth and its interest in full employ- 
ment. This conflict might be compromised by large re- 
ductions in surtaxes on that part of income invested in 
non-refunding equities. 

All of these possible reforms in the tax system 
acquire added importance when account is taken of the 
contagious effect of an investment by one enterprise 
upon investment by its rivals. A store which modern- 
izes its windows and counters, a railroad which pur- 
chases streamlined equipment, a manufacturer who in- 
troduces a new process, all provoke similar action by 
their rivals. Hence it is important that tax laws be de- 
signed to give every encouragement to the enterprise 
which is willing to put money into an innovation or an 
experiment, and particularly to the concern which is 
willing to step out ahead of its rivals and to make com- 
mitments in anticipation of better business. 

The amount of capital which goes to work each year 
as venture capital is not fixed or predetermined. Both 
investment opportunity and funds for risky ventures 
have to be discovered. Consequently, the volume of in- 
vestment depends upon the efficiency of the personnel 
and the machinery for discovering good risks and for 
finding persons who might be persuaded to buy particu- 
lar types of securities. One of the legacies of the war 
in this country is likely to be a tax system which drains 
away most of the income of those people who are best 
able to take risks. Hence, risk capital must come to an 
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increasing extent from persons with moderate incomes. 
Since such persons need to diversify their risks, the pro- 
vision of risk capital may require the development of a 
new type of investment trust. Instead of investing in 
the Dow-Jones averages the trust would seek to supply 
capital to promising new or young concerns. Its stock 
in trade would be its ability to investigate the prospects 
of new concerns. Its capital would turn over roughly 
every five to ten years, because, as enterprises became 
seasoned, the trust would sell out in order to release its 
funds for new opportunities. Possibly the form of in- 
vestment trust outlined may not be the best way to meet 
the need for new sources of venture capital. Neverthe- 
less, one must expect the organization of the capital 
market to change constantly as conditions change and 
for new kinds of organizations to develop as a result of 
the altered distribution of income and severe taxes on 
large incomes. 


Research in Infancy 


The brightest hope for private enterprise is provided 
by the prospect that technological research will continue 
to expand rapidly. Despite the fact that nine times as 
many persons are engaged in industrial research today 
as in 1920, such research must still be regarded as in its 
infancy. Half of all industrial research is done by four 
industries—chemicals, petroleum, electric apparatus and 
electric communications. Although there are over 
9,000 enterprises in industries covered by the Old Age 
Pension Act which have 300 or more workers, only 
about 2,500 concerns have industrial research labora- 
tories. Effective arrangements for bringing industrial 
research within the reach of small enterprises remain to 
be made. 

Relatively few concerns have special departments for 
studying the possibilities of new products and for devel- 
oping new products. Business is apparently on the eve 
of developments of first importance in the systematic 
search for new products and the improvement of old 
products. One of the most valuable features of our 
economy is that it consists of about three million enter- 
prises outside of agriculture. This means that there are 
three million places where budgets are made, three mil- 
lion places where experiments may be authorized and 
innovations attempted. Such an economy has a capacity 
to experiment and to make innovations far surpassing 
any form of regimented economy. It has a dynamic 
drive and a capacity to make discoveries which no regi- 
mented economy can hope to match. 

Until recently investment opportunities have been 
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sufficiently abundant so that the capacity of the econ- 
omy to produce innovations has been taken for granted. 
Nothing in particular has been done to increase the out- 
put of innovations. Consequently, the advantages of 
the wide dispersion of initiative which is characteristic 
of our economy have been only inadequately realized. 
In the future conditions will be different. It will not be 
possible to take the output of innovations for granted. 
Special steps will be needed to assure the development 
of a large number of new or improved products and a 
large number of changes in production methods. 


End of War Will Bring Test 


The big test of private enterprise will be provided by 
the shift from war production to peacetime production. 
Many people believe that the end of the war will be 
promptly followed by a great collapse. This will prob- 
ably not happen—at least not immediately. Experience 
after previous wars indicates that the first phase of the 
postwar adjustment (or maladjustment) is a boom. 
The boom is based upon shortages which accumulate in 
the course of the war. In 1918 more than one-fourth 
of the national product was represented by war expen- 
ditures. The armistice, however, was not followed by a 
collapse, but by further expansion, which continued un- 
til February and March of 1920. 

The longer the present war continues and the larger 
the war production, the greater will be the shortages. 
Automobiles, refrigerators, radios, vacuum cleaners, 
washing machines, lawn mowers, and a wide variety of 
durable consumers goods will be available during the 
war in only small quantities. Non-defense housing will 
be severely curtailed. Railroads will not be able to re- 
place passenger equipment. Non-defense industries 
will not be able to buy new machines. Even a wide 
variety of non-durable goods, such as articles of apparel, 
will become scarce if the facilities of ocean transporta- 
tion are inadequate, as they are likely to be. 


War Shortages Build Backlog 


One cannot pretend to make an accurate estimate of 
the probable volume of the accumulated shortages. 
Nevertheless, if consumers in 1942 should be able to 
buy half the usual amount of durable consumers goods 
(an optimistic assumption), and if non-defense indus- 
tries are able to buy half their usual amounts of indus- 
trial equipment (an even more optimistic assumption), 
the accumulated shortages by the end of 1942 would be 
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about $10 billions. Should the war last through 1943, 
the accumulated shortages would be much greater—$25 
billions or even $30 billions. Such a backlog of accu- 
mulated civilian demand would make any public works 
program that has been suggested look small. Further- 
more, this backlog would consist of goods that people 
are eager to own. 

When the resistance of the enemy is broken (even 
before the formal terms of peace are reached), the pa- 
triotic urge to buy defense bonds will weaken. People 
will be eager to convert part of their income into auto- 
mobiles, radios, and many things which they have been 
going without. In fact, many people will redeem part 
of their bonds in order to make postponed purchases. If 
the rush to make postponed purchases is so great that 
industry cannot supply the goods, prices will rise and 
there will ensue a postwar boom which will eventually 
end in collapse. 

Both a postwar boom and an ensuing collapse as a 
result of the boom are unnecessary. True, it will re- 
quire careful management and careful timing to prevent 
a boom and the results will not be perfect. Several steps 
will be needed. It will be necessary for the government 
promptly to cut its expenditures (by releasing men from 
the service and permitting slower delivery of govern- 
ment orders) as bond sales fall and private expenditures 
rise. It also will be necessary for the government to 
make changes in the order of priorities on raw materials 
and to increase the quantities of raw materials for non- 
defense production. It may be necessary for the gov- 
ernment to limit the voiume of bond redemptions per 
month. In those cases where the transfer of workers 
from defense to non-defense work requires a change 
of employer, efficient service from the public employ- 
ment offices will be needed. It will be necessary for 
many thousands of private plants to be prepared to start 
or to expand non-defense production as soon as possible 
after fighting ceases. This will be one of the most diffi- 
cult jobs of all, because in many cases retooling and 
shifting of machinery and equipment will be necessary. 
In fact, demand for automobiles and other articles may 
develop faster than industry will be able to supply it. 
Probably it will be necessary to “de-ration” various ar- 
ticles, such as automobiles, refrigerators, and radios, by 
gradual steps—that is, to permit the purchase of them 
by successively broader categories of persons before re- 
storing free markets. Adequate arrangements to finance 
the transition may require that many business enter- 
prises reduce dividends during the war period. 

Proposals for paying dismissal wages or unemploy- 
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ment compensation to workers dropped from defense 
plants should take account of the probability that in the 
vast majority of cases the period of unemployment will 
be short. Nevertheless, if the government undertakes 
to cut expenditures promptly as bond sales fall off or as 
bond redemption starts, some people will be dropped 
from defense plants who cannot be immediately put to 
work in non-defense plants. 

Even though the co-ordination and timing of the vari- 
ous steps necessary to prevent a postwar boom may not 
be perfect, with the result that a moderate boom occurs 
with the inevitable collapse, this collapse need not be 
prolonged. Furthermore, if postwar inventory specula- 
tion is prevented, it need not be severe. It will be re- 
called that the collapse of 1921, though severe, was 
short. Retail trade seems to have dropped only about 8 
percent. Residential building did not drop at all. The 
country came out of World War I with the best reserve 
against unemployment that it has ever had, because mil- 
lions of persons had purchased large amounts of Lib- 
erty Bonds. The liquidation of these bonds supported 
markets right through the brief depression, as the stead- 
iness of building construction plainly shows. Of course, 
the depression of 1921 would have been much less se- 
vere if the 13 percent rise in wholesale prices between 
1919 and 1920 had been prevented. 

After the large amount of accumulated demand has 
been satisfied, private enterprise will meet its second big 
test—the task of providing a sufficient number of im- 
proved and more attractive products to keep 55 million 
men at work. Here the fact that the non-agricultural 
part of American business consists of over three million 
enterprises will prove important. From three million 
centers of innovation will come many millions of ideas 
for new products and methods, for improvement in old 
products and methods, and for improvements in many 
forms of services. Of the greatest importance also will 
be the expansion of industrial research. In fact, tech- 
nological research is now conducted on a scale so much 
larger than after the last war, or after any previous 
wars, that it must be regarded as an important new in- 
strument of postwar adjustment—an instrument that 
was scarcely available in the history of war. 

Other wars have contributed in important ways to 
technological progress, but this war will do so far more 
than any previous one. Air transportation, rapidly 
growing and improving before the war, is receiving an 
enormous impetus from the war. Fast stratosphere 
planes using superchargers will annihilate distance and 
will change business and vacation habits. The indirect 
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effects upon investment opportunities are likely to be 
profound. The war will produce at least a five fold in- 
crease in the aluminum capacity of the country and pos- 
sibly more. Aluminum will be available at roughly 13 
cents a pound—or its equivalent in terms of the postwar 
price level. Consider the obsolescence that can be cre- 
ated with 13-cent aluminum. Every automobile will be 
obsolete. A large part of railroad equipment will be 
obsolete. (It would probably be advisable for the rail- 
roads to obtain immediate permission from the Inter- 
state Commerce Commission to write off passenger 
equipment faster than they are now doing. Obviously, 
part of the money which they now call “net earnings” 
consists of unadmitted obsolescence.) Important changes 
in the design of trucks will be made. The competition 
of aluminum will force the redesign of much equipment 
which is not now made of aluminum. 


Housing Biggest Opportunity 


The biggest opportunity for private enterprise to in- 
crease the volume of employment is in the development 
of attractive and cheap housing. The end of the war 
will see a substantial accumulation of the demand for 
housing—at any rate, in case the war lasts through 
1943. This demand will be reinforced (1) by the de- 
ficiency in housing construction which lasted through- 
out nearly all of the thirties, and (2) by the shifts of 
population which will be produced by the war. More 
important than the backlog of demand created by recent 
events is the potential market which can be created by 
obsolescence. Of the twenty-five million houses in the 
United States, about one-quarter were built before 1900, 
and another quarter are over twenty-five years old. 
Houses can be produced today for $3,500 or $4,000 
which make one-third or more of present houses seem 
drab, dreary and inconvenient. Many additional im- 
provements are possible. Furthermore, a house can be 
sold for $3,500 or $4,000 on annual payments and carry- 
ing charges which are no more than those on an auto- 
mobile costing $700. If modern technology can solve 
the problem of cheap and attractive housing, the prob- 
lem of employment will be pretty largely solved in 
America for at least a generation. 

The thesis of these remarks has been that the pros- 
pect of private enterprise depends upon the kind of 
economic future which it succeeds in offering America. 
Arguments about the relative merits of different types 
of economic organization will not count. The decision 
will be made by performance. If the performance of 


ADVANCED MANAGEMENT 


75 


private enterprise is good, if, despite obstacles, it pro- 
vides a high level of employment at good wages and the 
prospect for still higher wages, if it makes labor feel 
that it is a part of industry and that it has a good chance 
to get its ideas on any subject considered, if it offers 
consumers a wide variety of attractive goods at attrac- 
tive prices, industry will continue in the main to be 
based upon the principle of private initiative and enter- 
prise. 

This survey points to the conclusion that the outlook 
for private enterprise is neither dark nor rosy. The de- 
pression greatly weakened the confidence of the man in 
the street in the ability of business to give him pros- 
perity. It provoked legislation, particularly in the form 
of taxes, which placed heavy burdens upon daring and 
innovation. Nevertheless, private enterprise must be 
conceded a good chance, probably a better than even 
chance, of retaining the responsibility for decisions of 
policy over most of the area where policies are today 
privately made. Of course, these decisions in some in- 
stances will be made jointly by managements and unions 
through collective bargaining. 


Future Not Too Dark 


Certainly, the future of private enterprise cannot be 
regarded too pessimistically so long as it is increasing 
its capacity to improve products and methods as rapidly 
as it has done in the last twenty years, and so long as it 
possesses far greater capacity to discover improvements 
in products and processes than any form of the economy 
which involves centralization rather than dispersion of 
initiative. At the same time, the obstacles confronting 
private enterprise are great. It still has much to learn 
about dealing with organized labor and enlisting the 
help of union committees in shop operations. It cannot 
wait for legislative obstacles to daring and enterprise to 
be removed. It must do a good job of giving employ- 
ment—a much better job than it did in the thirties—in 
the face of tax laws which are almost unbelievably bur- 
densome upon the innovator and the experimenter. 
Only after business has won back public confidence by 
making good in the face of obstacles will it be possible 
to get much legislative relief. The businessman of the 
twentieth century, however, may take comfort in the 
fact that his predecessors of the seventeenth and eight- 
eenth centuries laid the foundations of modern capital- 
ism in the face of even greater obstacles. 

No one need be surprised if many able executives 
prove unsuited for the task ahead. A rough analogy 
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may be drawn between the situation of the leaders of 
business and the situation of the British and French 
generals early in the war. Planes and tanks changed 
the rules of war so drastically that some officers who 
had mastered the old rules could not learn the new ones. 
Likewise, the rise of labor and the expansion of public 
policy have changed the rules of business so drastically 
that the very mastery of old rules easily becomes a 
handicap in learning new ones. New conditions require 
not only changes in business policies, but also changes, 
at least in many instances, in the type of top executive— 
a change to men who are in closer touch with the com- 
munity and with their employes and who confine their 
associations less exclusively to other top executives. 
Consequently, the success of private enterprise in ad- 
justing itself to new conditions and in retaining a wide 
area for private policymaking will depend upon 
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whether top managers change their ways or whether 
enterprises change their top managers. 

It would be tragic and ironical if the community were 
to lose the form of economic organization which is best 
suited for permitting a wide dispersion of initiative and 
a broad practice of experimentation and innovation at 
the very time that the resources of research are becom- 
ing available to industry in unprecedented amounts. The 
promise of technological research may slip through our 
grasp; it may be lost through the excessive centraliza- 
tion of the policymaking in government; it may be lost 
in the struggle of pressure groups which throttle initia- 
tive in order to protect various markets. If the promise 
of modern technology can be captured, however, no one 
can doubt that we are on the threshold of great progress 
and that we shall be able to create a standard of living 
such as the world has never seen. 


POSTWAR 


The management of your company believes that 
through widespread and intelligent planning by indus- 
try, with the co-operation of labor and government, ways 
and means should be found of lessening the violence of 
fluctuations in business activity, thus softening the im- 
pact of depressions, stabilizing employment and helping 
maintain high standards of living. 

To these ends a Special Planning Committee was ap- 
pointed during the past year for the purpose of co-ordi- 
nating the efforts of your company’s management 
groups to become prepared to resume regular commer- 


1 From the Fiftieth Annual Report, General Electric Company, 1941. 


PLANNING'* 


cial activities promptly at the conclusion of the war. It 
is hoped that by developing new materials, new products 
and better methods, and by improving and broadening 
the established lines of business, a definite program 
may be formulated which will permit the full utilization 
of facilities and man-power in supplying the demand 
for those electrical goods and services which contribute 
so importantly to the American way of living. This 
committee has carried on, and will continue, such long- 
range planning activities, but only to the extent that 
they do not interfere with the full discharge of your 
company’s responsibilities in the present emergency. 
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Mending Our Weakest Links 


By McGREGOR SMITH 
President and General Manager, Florida Power & Light Company 


O TAKE corrective measures for the alleviation 

of strong employe dissatisfaction, we must know 

where it exists and what its causes are. Too many 
managements have said, “Our door is always open to 
any employe seeking redress of a grievance” and have 
done nothing further. Have many employes ever dark- 
ened the door of the head office? No. Few have done 
it. Why? Because they have been afraid to do so. If 
they went to the top boss with their problems how 
would their foreman or supervisor feel? He would 
probably not like it at all and he might hold it against 
them. And besides, the employes are afraid that the 
top boss might regard them as chronic kickers. Indus- 
trial history is full of cases of management unaware of 
serious employe dissatisfaction until this dissatisfaction 
had exceeded the boiling point. 

If top management really wants to know how the em- 
ployes think and feel, it must take more active measures 
than merely proclaiming the policy of the “open door.” 
It must make it: (1) safe and (2) easy for the em- 
ployes to express themselves. In 1940 our company 
engineered a project in our largest metropolitan area 
which met these two requirements. 

All employes and executives in this area were brought 
together in groups as large as the facilities and the oper- 
ating requirements would permit. A major executive 
addressed each group covering the eight following 
points : 

1. Periodically we take an inventory of the equip- 
ment of the company. Today you are being asked to 
co-operate in an “Inventory of Ideas”? which will add 
to the efficiency of our organization and the happiness 
of the people in it. 

2. This inventory is not an entirely new plan but 
a progressive, systematic and thorough adaptation of 
methods we have always used. 

3. No person should put his name or his handwriting 
on his questionnaire and thus allow the possibility of 
the questionnaire being identified. Moreover, the man- 
agement pledges that no effort will ever be made to 
find out “who answered which” questionnaire. Every 
person is urged to answer the questionnaire frankly. 


1 Copyrighted. 


4. The chairs for each group meeting were arranged 
as far as.possible with two feet between side-by-side 
chairs so that no person could see how the next person 
answered his questionnaire. 

5. Each question in the questionnaire is followed by 
five answers expressing different degrees of satisfaction 
or dissatisfaction. Each person checked the one answer 
to each question which expressed his feeling on that 
question. The last page is blank and on it the person 
printed (to avoid identifiable handwriting) any addi- 
tional comments. 

6. On the front page the person indicated his depart- 
ment (or in case his department was small, the group 
of departments to which he belonged, according to a 
pre-arranged plan). This made it possible to analyze 
the results finely enough to use them for remedial pur- 
poses but not so finely as to reveal the identities of in- 
dividual people. 

7. A special employe committee of a dozen members 
was announced, which was to sort the questionnaires by 
departments. Any others who wished might join this 
committee. 

8. The analysis of the questionnaires was to be made 
by a disinterested person from outside the company 
who is experienced in this kind of work and serves as 
a sort of auditor. This special committee was to handle 
the questionnaires by departmental groups and turn 
them over to this special auditor. He was to take them 
to New York City, tabulate the results, and destroy the 
original questionnaires. 

This eight-point explanation to each group serves a 
dual purpose. It gives management a perfect occasion 
for showing its interest in the employes, their problems 
and suggestions; and it makes the event a matter of 
major importance, as it should be. 

This talk by management is a simple one. It takes 
only five or ten minutes. Then the questionnaires are 
distributed, and after receiving certain technical instruc- 
tions from the “auditor” the employes proceed to check 
their answers. 

There were thirty-two questions and most of the peo- 
ple took twenty to forty minutes to check off their an- 
swers. We could have had more questions but we felt 
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that these thirty-two gave a very good coverage to our 
personnel and management problems. After checking 
off his answers to the questions, the printing of the 
voluntary comments on the blank last page took any- 
where from five minutes to a half hour. A few indi- 
viduals who were not skillful with the pencil and who 
wanted to express themselves at length took an even 
longer time. Each group in our Miami organization 
took this survey with an attitude of deepest interest. 
The following voluntary comments taken from the back 
page of two of the questionnaires typified the attitude 
of the employes toward this project: 


I am very proud of my job and my company. By com- 
parison with other business with which I have come in 
contact, it stands shoulder high above in squareness, hon- 
esty of dealing, quality of service and type and character 
of its employes from the top down. This questionnaire is 
just another example of our management’s constant en- 
deavor to know and to improve conditions of employment. 

My company officials as a whole are always anxious to 
solve the problems of their employes but sometimes wait 
until it is too late. I believe this survey will assist materially. 


When an employe had filled out his questionnaire he 
dropped it through a slot into a large sealed (nailed-up) 
box. Every seventy-five minutes another group meet- 
ing was held so that this survey of the entire organiza- 
tion was completed very quickly. Each group included 
both employes and executives. When the employes saw 
major executives in the same group with themselves, it 
produced a very good reaction. And the major execu- 
tives were not mere “window dressing.” They took to 
this survey just as heartily as did the rank and file. 

After the last group had answered the questionnaire 
and had left, the special employe committee opened the 
big “ballot box” into which all the questionnaires had 
been dropped. The questionnaires were sorted by de- 
partments, tied into bundles and taken to the express 
office for shipment to New York City. In the process 
of sorting, the committee could see for itself that the 
questionnaires could not be identified. 

In New York City all information on the question- 
naires was organized into usable form, and the ques- 
tionnaires themselves were destroyed in keeping with 
our pledge to the employes. On the next page is a chart 
entitled “1940 Departmental Morale Profile” which 
shows graphically how much the morale in our company 
varied from department to department. Each bar in 
this chart represents a particular department. A long 
bar represents a department with high morale and a 
short bar stands for a department with relatively lower 
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morale. The longest bar is the sixth one in the chart. 
Out of the largest possible score of 100 points, this 
department has 96.7. It is hardly likely that any de- 
partment with so high a score can become the center of 
a serious problem in employe relations, and it is hardly 
likely that such a department is hampered in efficiency 
by low morale. 

The shortest bar is the fifteenth one. This depart- 
ment has a score of only 33.3. Fortunately, it is a very 
small department; if it were large, it would be a de- 
cidedly serious problem. No other department has 
nearly so low morale; no other department falls below 
50. Only six other departments fall below 60.; this is 
fortunate, since, for purposes of stability in employe 
relations, it is far better to have all departments mod- 
erately satisfied than to have a goodly number extremely 
well satisfied and to have an equal number extremely 
dissatisfied. 

At first glance one might assume that this chart por- 
trays a marked unevenness of morale from department 
to department. In terms of the ideal situation, there is 
an undesirable degree of unevenness, but in terms of 
the general run of things we have reliable evidence that 
this chart is unusually even rather than uneven; most 
concerns have much more variation. Of course, our 
company is not satisfied to be better than most. No 
company can afford merely to be better than others. 
Our company and every other company will profit by 
putting forth every reasonable effort to have in every 
department as high morale as possible. 

Did this survey bring surprises to our company? 
Certainly. Our management had tried to be just to 
every employe of every department. It had adopted 
personnel policies which it regarded as fair and enlight- 
ened. It had tried to select department heads and fore- 
men who would be good leaders and efficient. And 
because of such measures taken, it did not expect any 
department to fall below 60. 

We found that the chief cause of the unevenness of 
morale, departmentally, lay in the variance of the leader- 
ship ability of our department heads and foremen. The 
survey results indicated this conclusively. Of course, 
we had had no way up to the time of the survey to make 
an intelligent appraisal of the leadership influence ex- 
ercised by our departmental executives, and unless such 
appraisals are made, extreme variations are bound to 
develop. We had been aware of the leadership deficien- 
cies of some of our executive staff, but we were not 
fully aware of the effects upon our employes that such 
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deficiencies had produced. It seems that such condi- 
tions have to be brought out in clear relief in order to 
galvanize a management into remedial action, and this 
survey rendered just such a service to us. 

In our survey there was a company average for each 
of the thirty-two questions. These averages showed the 
relative strength and weaknesses for the organization 
as a whole. For each department there was a column 
of figures showing how it compared with the company 
averages. For example, in Department X on the first 
question “Efficiency of Equipment,” the answers showed 
7.5 points less satisfaction than the company average 
for that question; so this difference of 7.5 was put in 
red in the column for Department X. On the second 
question “Efficiency of Planning” the average for De- 
partment X was 3.4 points above the company average ; 
so the difference of 3.4 was put in black. There were 
thirty-two figures in this column, some red and some 
black for Department X. A chart of this column of 
figures is also shown, “1940 Morale Profile of a Single 
Department.” This chart shows definitely that the mo- 
rale problems of this department are not wages, al- 
though many people blandly assume that money tells 
the whole story of employe morale. Questions 23, 24, 
and 25 have to do with wages and the results are all 
“in the black,” that is above the corresponding company 
averages by the amounts of 10.6, 12.6, and 6.5 respec- 
tively. The largest deficiency (red figure) is on Ques- 
tion 18, “Criticism in Public.” The figure is a 18.2 
below the company average. This item is purely one 
of leadership. Everyone knows that being criticised in 
the presence of others is galling to anyone and yet this 
principle has evidently been violated flagrantly in this 
department. 

The second largest red figure is 13.2 on Question 13, 
“Consideration and Courtesy” shown to subordinates. 
Those items which are starred are the ones which are 
most subject to the leadership of the immediate superior 
and it is on these starred questions that the majority of 
the figures of this department are red. Thus, it is shown 
that the responsibility for the under-average morale of 
this department rests upon the department head. Given 
these figures, the department head will have accurate 
guidance in his efforts to bring about improvement. 

In the master report of the survey there is a column 
of red and black figures for every department and for 
every division. All weaknesses stand out plainly for 
they are in red. It is possible to run the eye down a 
column and see readily how that department stands on 
each question. And it is possible to trace a single ques- 
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tion through all departments and thus to find where the 
indicated problems are handled well and where they are 
not. Every management wants its facts readily avail- 
able. This report represented its data in such a way as 
to meet that requirement. 

Too many reports with really useful facts do not get 
beyond the desks of management. This is not entirely 
the fault of management, for management is diverted 
by the new problems which are constantly occurring. 
We tried to organize our survey results so that they 
could be allocated to all the people who could use them 
constructively. Each column of red-and-black figures 
was entered on a separate and self-explanatory “balance 
sheet” so that there were as many of these special bal- 
ance sheets are there were department heads in our com- 
pany. Any of these executives could look at his balance 
sheet and know how the figures for his subordinates 
compared with the corresponding company averages; 
in other words, whether their morale was_ higher 
or lower than the morale of the company as a whole. 
However, his balance sheet would not tell him anything 
about departments not under his supervision. In mat- 
ters of employe morale, it is advisable to keep the facts 
as confidental as is consistent with availability for con- 
structive use. 

These special balance sheets were issued to all de- 
partment heads at a meeting called for that purpose. 
First I explained the meaning of red figures in contra- 
distinction to black ones and then I touched upon the 
following points : 

1. It is natural for every executive to expect a bal- 
ance sheet which is entirely or at least almost entirely 
black. Since these balance sheets are based upon com- 
parisons with the company averages, in the aggregate 
there must be as many red figures as black ones in this 
first survey. It happens that every balance sheet in 
this particular survey has at least one red figure and 
at least one black figure, although it would be possible 
for a balance sheet to be all red or all black. The red 
figures on a balance sheet do not prove that the depart- 
ment head is at fault, but it will be his fault if he does 
not hereafter give those particular items his special 
attention. 

2. Half of the items on the balance sheet are starred 
(for example “Efficiency of Planning”’), indicating that 
those items are especially subject to the leadership in- 
fluence of the department head. Any executive by the 
application of thought and thoughtfulness can bring 
about improvement on the sixteen starred items without 
the aid of material expenditure, and any improvement 
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in these starred items will carry over in some degree 
to the other items. 

3. In all likelihood, we shall, after a reasonable pe- 
riod, have another survey which will show how much 
improvement has been made in each department. This 
management considers good morale essential in every 
department and asks each department head to bring 
about improvement, especially on any points which are 
now “in the red.” 

4. No department head should reveal his balance 
sheet figures to anyone, except his assistant department 
head. He should feel free to go to his superior for 
counsel and assistance. 

5. A series of meetings for round-table discussions 
of leadership problems will be held and each executive 
will be scheduled to attend one of these meetings. Such 
discussions will be beneficial in developing methods for 
improving morale in our company. 

Then this special meeting was dismissed and the bal- 
ance sheets were issued. There is good reason to believe 
that the red figures provided rude shocks to some ex- 
ecutives who had previously given too much lip service 
to their leadership duties. But, after all, the most bene- 
ficial medicine is not always pleasant to take. 

At the time the morale questionnaires were answered 
by all employes and executives, an additional ques- 
tionnaire on leadership problems was issued to all the 
executive and supervisory staff. This leadership ques- 
tionnaire was to be taken away, studied, answered and 
returned duly signed. There were seventy-four ques- 
tions covering practically all phases of the art of 
handling men. Some of the questions were highly con- 
troversial ; all were provocative of thought, and that was 
one of the main reasons we used this type of question- 
naire. Each question was followed by two to five an- 
swers, one of which was to be checked. 

The first day this leadership questionnaire was issued, 
informal debates broke out at the luncheon table, in 
the washrooms, everywhere. One executive would say, 
“On question 18, I gave the first answer—Morning.” 
And the reply would likely be, “Oh, you’re wrong on 
that one. The best time of day to give a serious criti- 
cism is at the end of the day. Here’s my reason. Etc., 
etc.” If this questionnaire had not done anything other 
than to arouse these impromptu debates, it would have 
been very much worth while. But, of course, there were 
additional benefits from it. 

When all these leadership questionnaires had been 
turned in, we shipped them away to be analyzed. It 
was found there was only one question in the entire list 
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of seventy-four on which there was complete agreement, 
We wanted to know the best answer to each question, 
and we were not satisfied to accept a majority answer 
as necessarily the correct one. So we turned over to 
the analyst the ratings by management on the leadership 
ability of the individuals who answered the question- 
naire. He correlated the answers these individuals 
checked with the leadership ability of those individuals 
as rated. In this way he was able to determine how our 
best leaders think on the leadership problems we had 
given them. He found that our best leaders followed 
essentially the same trend of thought as the best leaders 
in all other sections of the country. And, of course, 
the trend of thought of our own best leaders, checked 
against the trends of best leaders in other parts of the 
country gave us a valuable set of standards for use by 
our own executives, both present and future. 

Each round-table group at which the answers to the 
leadership questionnaire were discussed consisted of a 
couple dozen executives. To each executive was given 
back “for keeps” the questionnaire he had previously 
answered. Each question was taken up in turn, the 
percentages favoring each answer were given, the an- 
swer favored by the best leaders was indicated, and the 
reasons for the answers chosen were discussed freely. 
These discussions were interesting in the extreme. The 
participants could not help gaining better ideas on lead- 
ership. 

At each discussion meeting, notes of the discussion 
were taken. After the last meeting had been held, the 
notes from all the meetings were organized into a book 
on leadership methods. A copy of this book was sent 
to every executive who had participated in the discus- 
sion meetings so that he could suggest changes and ad- 
ditions ; in other words, so that he could help edit the 
preliminary edition of the book. When these copies of 
the first edition of the book were returned with sugges- 
tions, the final edition was compiled. Thus, in fact, all 
of our executives were the authors of our book, /mpor- 
tant Problems in Leadership. A copy of the final edi- 
tion of our book was presented to each executive 
bearing his name as the co-author. 

In this way we were able to evolve leadership meth- 
ods which are effective, which are thoroughly under- 
stood, and which are a source of constant reference by 
all of us. 

Talleyrand said, “There is something wiser than any- 
one; and that is everyone.” In our survey and leader- 
ship development program we have found this to be 
true. Many, many people in our organization contrib- 
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uted ideas in this inventory which we have already put 
to good use. I could enumerate any number of changes 
we have already made to improve morale or efficiency, 
or both; but the chief improvement we are making lies 
in the leadership methods of our executive staff, for the 
happiness of the man-on-the-job depends largely upon 
the sympathetic and understanding handling by his im- 
mediate superior. Leadership is an art which can be 
learned. Lest someone might consider our leadership 
development program as too idealistic, I should like to 
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cite the views of two hardheaded businessmen of the 
past generation. That shrewd Scotsman, Andrew Car- 
negie, paid a fabulous salary (reported to have been 
$1,000,000 annually) to Charles Schwab because the 
latter had made himself a master of the art of handling 
men and as a consequence was able to increase the out- 
put of steel. Another practical and even more success- 
ful man was the elder John D. Rockefeller, who said 
leadership ability was more valuable than any other and 
he would pay more for it. 


The Anomaly of Functional Authority at the Top 
(Continued from page 54) 


knowledge and experience to bear on line work through 
other means, without upsetting the principles of unity 
of command, of individual accountability, and of co- 
ordination of effort. 

There can be no question that Taylor made supremely 
important contributions to modern organization; I be- 
lieve it is clear that his development of functional fore- 
manship in the bottom level of command is one of those 


contributions. I believe it is equally clear, however, . 


that an attempt to introduce functional authority at the 


top has nothing to offer in assisting to find the answers 
to the tremendous problems with which we are faced. 
It is in line with much experience that such an attempt 
makes only more difficult the role of administrator. It 
is a perversion of sound principles of organization as 
developed for a specific purpose, to a use for which 
they were not intended, for which they are not adapted, 
in a way which their originator certainly never prac- 
ticed and which I feel sure he would have been the first 
to condemn. 


New Management Views in Today’s Hysteria 
(Continued from page 66) 


Our responsibility to the worker finally finds its last 
expression in the kind of supervision that recognizes 
its value to the worker and its value to the management. 


Such supervision is not a group of men whose task is 


to compel, to squeeze, to shape and to mold by tech- 
niques that are quite like mamma dealing with the child, 
or like the great daddy, the boss, the owner, all inte- 
grated into a chaotic, paradoxical, contradictory thing 
such as we now have in our supervisory techniques—not 
that—but here the supervisor shall recognize that his 
purpose is that of a directing, co-ordinating, instructor- 
leader. His great function is to develop those who 
work under his supervision, directing their efforts, not 
for the protection of his own official capacity, but for 
the productive return to the worker of the time and ef- 
fort he puts into his working hours. 

We shall find, as we look back upon this year 1941, 
that while money as an incentive has a certain important 


place in supervision, there are incentives deeper than 
that of the dollar. We shall recognize that perhaps the 
greatest kind of incentive that we can develop in the 
worker is the clinical approach by the supervisor, the 
industrial engineer, the industrial psychologist. This 
is the approach that shall seek to help the worker, to 
recognize his mistaken motives, to see how they will 
not fit in industry, and to help the worker adjust him- 
self to the job in order that there shall be no “blue 
Mondays”; in order that the work shall cease to be 
slavery, but shall present a field for his development. 
This is the approach to the understanding, insight 
and constructive direction of the worker’s enmities and 
abilities. Such an approach can result in that kind of 
over-all incentive that can be presented by management 
as the best offset to the organized demands that we are 
now facing. 
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Standards for the Time Study Department 


By EDWARD prLUCA 


Assistant Professor of Industrial Engineering, University of Florida, Gainesville 


and their necessity in modern industry. A stand- 

ard may be defined as a yardstick, a device for 
measuring various things, a unit of reference. In indus- 
try we have standards for equipment, labor productivity, 
waste control, quality control, materials, overhead costs, 
etc. This is so because modern industry manages by 
the “exception rule.” Under this rule, management can 
immediately ascertain if a situation is getting out of 
hand by comparing it with predetermined standards and 
then can quickly take steps to remedy the situation. 
Since we have standards for so many things, it should 
be possible to have standards for time study; i.e., some 
method of predicting how long it should take to put a 
certain job or department on piecework. 

To obtain the desired information I timed myself in 
setting rates on a job. The job selected was a bench 
assembly one which had already been checked from the 
motion study angle. It was a mica condenser testing 
and adjusting job which was neither too complex nor 
too simple. In order to assure obtaining all the infor- 
mation possible, the study was broken down into the 
following elements : 

. Approach to workers 
. Take time studies 
. Arithmetical breakdown of time study 
Analysis of time study sheet for possible improve- 
ments in motions or methods 
5. Procure blueprints, layout sheets and all other 
necessary piece part information from files for 
correct setting of rates 
6. Check with planning engineer on questionable 
items 
7. Confer with head of time standards department 
8. Set up master time study sheet, enter elements, 
set up standard data 
9. Write piece rate sheets 

10. Draw process chart 

(It should be stated here that all of the company’s 
piece rates were set from time standards, and not from 
individual time studies. ) 

A simple explanation of each will be given for the 
purpose of clarification : 


A GREAT deal has been written about standards 


Approach to workers included getting acquainted 
with the foreman, sub-foremen and operators, becoming 
familiar with the flow of work, actually performing the 
operation to be certain to include all the problems con- 
fronting the operator, writing operator instruction 
sheets to definitely standardize the method, getting oper- 
ator opinions and suggestions on the work and confer- 
ring with the supervisors. 

Take time studies is self-explanatory. 

Arithmetical breakdown of time study included the 
subtraction necessary to get elemental times (continuous 
readings were taken since this method is preferred by 
the union and by thie employes to snap-back readings), 
eliminating abnormal values, averaging the readings to 
get the selected times, multiplying the selected times by 
the rating factor to get base times, analyzing foreign- 
element times to determine whether they were avoidable 
or unavoidable, and indexing the sheet with reference to 
the master time study sheet. 

Analysis of time study sheet for possible improve- 
ments in motions or methods was a recheck of the work- 
place layout, sequence of operations, tools, jigs, fixtures, 
etc., to make sure that all were the best possible for the 
job to be done. 

Procure blueprints, layout sheets and all other neces- 
sary piece part information from files for correct setting 
of rates meant going to the files for the necessary prints 
to ascertain if the work was being done as prescribed by 
the planning engineers. 

Check with planning engineer on questionable items 
was for the purpose of suggesting possible improve- 
ments in the method of doing the work by a new bench 
layout, different material, tools, machines or fixtures. 

Confer with head of time standards department was 
for the purpose of keeping him informed on the prog- 
ress of the job and to confer as to the method of setting 
the rates, counting the output, using group or individual 
piecework, etc. 

Set up master time study sheet, enter elements, set up 
standard data is self-explanatory. 

Write piece rate sheets is self-explanatory. 

Draw process chart included drawing a rough floor 
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plan of the department and making a flow diagram and 
process chart of the work. 

The total time spent on this job was 102 hours which 
was broken down as follows: 


Timein % of 


Heading Hours Total 
Approach to workers 296 29 
Take time studies 10.2 10 
Arithmetical breakdown of time study 9.2 9 
Analysis of time study sheet, etc. 41.1 4 
Procure blueprints, layout sheets, etc. 6.1 6 
Check with planning engineer a 3 
Confer with head of time standards 

department 6.1 6 
Set up master time study sheet, etc. 23.4 23 
Write piece rate sheets 5.1 5 
Draw process chart 5.1 5 


After the above data had been assembled as shown, 
the question was how to apply it. First, an attempt was 
made to correlate the time taken with the number of 
jobs put on piecework. In all, thirty-four piece rates 
were written to cover the work. This was a misleading 
figure, however, since many of the piece rates covered 
more than just one job or code. For example, the same 
rate might be correct for the 1-A, 1-B, 1-C, 4-A, 4B 
and 4-C type condensers. If so, one piece rate was writ- 
ten to cover all these codes. Actually, about 150 differ- 
ent codes or jobs were covered, which averaged 40 min- 
utes per piece rate for each code. While such a figure 
might be used as a criterion when a separate time study 
is taken on every job, it was found to be of little value 
when setting rates from time standards. Next, we en- 
deavored to correlate the number of time studies taken 
with the number of piece rates set, but that was not suc- 
cessful. Moreover, it was too flexible since a man just 
had to take more time studies than actually necessary to 
get more time to do the job. Finally, it was decided to 
see if there was any correlation between the number of 
time study elements and the length of the time study 
job. The correlation found was much better than with 
any other factor. In all, there were twenty-three time 
study elements for this work which, when divided into 
the 102 hours spent on the job, gave a figure of almost 
4.5 hours per time study element. (Bear in mind, how- 
ever, that practically no work had to be done in this de- 
partment with reference to planning or motion study, as 
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that had been done prior to the advent of the time study 
engineer.) This figure was then checked with other 
completed standards with logical results. The correla- 
tion between the number of time study elements and the 
length of the time study job is not offered as the final or 
best solution to the problem of how long it should take 
an engineer to set rates in a given department, but it can 
be used as a guide until more information can be accu- 
mulated on other methods. However, it is felt that 
when a standard time per time study element has been 
arrived at for the type of work a particular company 
does, the time study department head will have much 
better control over his men. 

To facilitate getting this standard time, the time study 
department heads might draw up a form sheet to have 
their men complete and return at the conclusion of each 
job. This form should include such items as: 

Total hours spent on work 

Number of time study elements needed 

Number of rates set 

Number of piece parts covered by rates 

Type of work 

Engineer’s estimate as to whether time study job 
falls in class 1, 2, or 3, ranging from simple to 
difficult 

The department chief can have his men break down 
their time into much finer divisions if he desires, al- 
though it should be remembered that the more divisions 
there are the more inaccurate the times may be, since the 
engineer may forget to record the time on many occa- 
sions and later will estimate what percentage he spent on 
the various divisions. 

In this period of national emergency, executives must 
have accurate production rates to answer the pressing 
question : “When will it be delivered?” By having defi- 
nite standards with which to rate each engineer we are 
providing him with an incentive to do more work. If 
we increase the productivity of the industrial engineer, 
it will expedite the setting of production rates, thereby 
increasing the productivity of the operators. Moreover, 
the form sheet, as outlined above, will disclose how 
many piece parts have been time studied during a cer- 
tain period, the average time spent per piece part, and 
thereby the average cost of time study per part. Finally, 
standards will enable the chief engineer to rate his men 
as he inculcates the shop foremen to rate theirs—on the 
basis of production. 
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The Where’s and How’s of Better Utilization 
of Materials, Equipment and Labor 


By PREBEN JESSEN 
Consulting Factory Engineer, Chicago and New York 


Introduction 


UT of the maze of governmental regulations im- 
posed to meet the present emergency one salient 
principle of war economics emerges. By now 

it is obvious to many persons that the United States is 
committed to a course that will eventually require a 
fairly complete and fairly rapid utilization of all avail- 
able manpower, productive facilities and materials. 
Many of these measures have been instituted at the in- 
sistence of businessmen and industrialists who realize 
how imperative speed and full production are if we are 
to catch up on our arms deficiencies before it is too 
late. Although our free-trading forebears would have 
paled before priorities and allocations commandeering, 
requisitioning, licensing and the other tools of a cen- 
tralized economy, the realization of the nature of the 
emergency has forced many, once sacred, principles to 
one side and many new centralized controls are yet to 
come. 

While materials constitute the number one bottleneck 
in our war production effort and cause untold amounts 
of lost time both for machines and for labor, production 
machinery and equipment come second and skilled la- 
bor is third. 

Whatever the magnitude of the emergency of the 
last World War, its relative insignificance beside today’s 
effort is now generally accepted. We spent $30,000,- 
000,000 to fight the last war and plan to spend $150,- 
000,000,000 to fight the present war by the end of 1943, 
during which year we plan to spend $75,000,000,000. 

This war has already called into production many 
resources that have been dormant for the past decade. 
It has reorganized the structure of production by turn- 
ing the nation’s productive potential toward heavy in- 
dustry, diverting facilities from nonessentials to prime 
war matériel, and it will demand a stringent conserva- 
tion of most materials, efficient round-the-clock use of 
most essential plant and transportation equipment, and 
by the end of this year full employment of all employ- 
able men, an average of 50 hours per week. To a con- 


sideration of the maximum utilization and conservation 
of productive resources—specifically, equipment, mate- 
rials and labor—this article is directed. Symptomatic 
of the importance of the material conservation question 
is the creation of the Defense Bureau of Materials 
Conservation, whose director, Mr. L. J. Rosenwald, for- 
merly chairman of Sears, Roebuck and Company, an- 
nounced on October 14, an all-out war on waste that 
will “reach into factories, into attic storage rooms and 
into kitchens.” 

During the last war millions of women were trained 
to take over a large share of the work in the munition 
and other industries; and there was practically no job, 
skilled or unskilled, that women did not do. In Eng- 
land, today, women are doing such strenuous work as 
digging of drainage systems and laying of pipe-lines; 
and it is proved again and again that women do a great 
many jobs such as assembling, inspecting and machining 
intricate mechanisms in quantity better than men. As 
the defense effort rolls on, it becomes increasingly im- 
portant to utilize all industrial equipment, materials and 
labor effectively and fully, and to eliminate all waste and 
idleness. This is the duty of the individual employe 
as much as it is the responsibility of the foreman and 
factory manager. It is good business to do all this in 
normal times when materials, equipment and labor are 
plentiful and it becomes supremely important during 
a period when tremendous quantities of material-for- 
war must be produced almost overnight, and therefore 
much faster than material stores and equipment can be 
replenished. 


I. Materials 


A. Reduction of Materials Wastage 


Specific measures may be suggested for the reduction 
of waste and to compensate for shortages of certain 
materials. 

A prerequisite to such measures is a careful study of 
where and why waste occurs because only this way will 
lead to methods of how to eliminate it. During the past 
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few years innumerable control and measuring instru- 
ments have been perfected which permit close, or auto- 
matic, control of machines and processes and enable 
the operator to reduce spoilages and overages in the use 
of materials. Where substitution of raw materials or 
parts is required, it is necessary to make modifications 
and adaptations of equipment to reduce avoidable waste. 
By close attention to the processes of re-working, re- 
pairing, reclaiming, sorting, storing, baling, and resell- 
ing of defective, obsolete and spoiled materials much 
waste can be avoided. Further, from the viewpoint of 
the economy as a whole, much material and labor can 
be saved by eliminating the rapid obsolescence induced 
by fashion and model changes. Standardization and 
simplification of design and unification of patterns will 
save materials and conserve labor. 

As an example of simplification; in many plants old 
and “mongrel” formulas containing many ingredients 
should be re-analyzed to permit elimination or substi- 
tution of several superfluous and scarce ingredients 
thereby reducing both material, labor and processing 
costs of the formulas and product. 

The most obvious way to determine where waste and 
spoilage occurs, and why, is to inspect work as it passes 


from operation to operation and from department to ° 


department. From carefully prepared reports on scrap 
and spoilage, the wasteful operations of machines or 
departments are detected, and it is then not difficult to 
find whether it is caused by failure of machines, mate- 
rials, operator, supervisor or management, and then to 
determine how to bring about a reduction in the 
wastage. 

Too much looseness of spindles, lead screws, ways 
and chucking devices in a machine tool will invariably 
cause scrap and inferior work, regardless of the care 
exercised by the operator. 

Installation of a complete set of controls for one or 
more machines, pieces of equipment or processes may 
permit automatic start, stop and return to starting po- 
sition, automatic loading or chucking and release of 
workpiece or load, after an operation has been per- 
formed. A complete control of cycles involving many 
different operations covering and combining one or 
more different machines, pieces of equipment or proc- 
esses is now practical. Such controls include time- 
delaying mercury switches, solenoid valves and hydraulic 
cylinders which actuate cutting, grinding, drilling, 
tapping and other tools required for performance 
of desired operations. This at once minimizes human 
error and permits an unskilled or semiskilled operator 
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to tend more than one machine, piece of equipment or 
process. However, a machine which is in good working 
order, if it is hand operated, can still produce waste 
and scrap in the hands of an incompetent operator; 
and this is true of any piece of production equipment 
and processing apparatus. A certain amount of train- 
ing, inspection and supervision is therefore required. 

Certain waste is practically unavoidable, such as the 
material remaining from stamping, shearing, cutting, 
grinding and innumerable other operations. However, 
for each avoidable cause of waste there should be de- 
veloped improved methods or devices, such as those 
mentioned above. Usually this requires the services 
of a methods engineer. Much waste reduction is simply 
a matter of training an operator to watch for certain 
things and getting the inspector’s check of setup and 
of the first or sample unit produced. Representatives 
of companies producing control or measurement in- 
struments may be consulted for a solution, but this is 
not the best way to attack such problems, unless such 
company manufactures a complete line of instruments 
for all control purposes. 

While large companies generally are efficient in the 
utilizing of their materials, personnel and equipment 
this cannot be said to be the case with most small com- 
panies. In small companies each operator frequently 
does a large part of the moving of materials to and 
from his machine and workplace. He is his own in- 
spector and setup man and he receives very little help 
and instruction on the job. Too frequently he is found 
operating obsolete equipment which is so badly in need 
of repair that it cannot turn out good work consistently. 
An operator who has become skilled in the manipula- 
tion of an inferior machine or piece of equipment may 
turn out good work with little scrap, but when produc- 
tion must be increased and another shift added, errors, 
delays and waste will invariably occur. 

To tool and die makers, setup men, inspectors and 
supervisors, rightly belong a great measure of praise 
when material waste of all kinds is reduced and held 
low. It is management’s obligation to make available to 
a well-trained operator satisfactory tools, dies, fixtures 
and devices, and also complete drawings, specifica- 
tions and special instructions. Small companies seek- 
ing to maximize efficiency may either have one or more 
methods engineers on the job, unless their foremen 
have been thoroughly trained in methods or they can 
call in outside specialists at regular intervals to inspect 
their methods and to make proposals for improvements. 
Valuable information on causes of waste should be 
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looked for regularly in reports on waste compiled daily 
by inspectors, who, unless they make analyses of wastes 
and defects themselves, should be kept informed of 
what to look for and how to find it. 


B. Conservation and Substitution of Materials 


Considerable experimentation and difficulties must be 
expected in adapting present equipment and personnel 
to handle the substitute or inferior materials which dur- 
ing the war period will be replacing regular materials 
required for armaments and other defense purposes. 
It is often possible to develop from new or untried ma- 
terials, not only an equivalent, but a better and cheaper 
product. Research and experimentation in connection 
with materials, production equipment and methods is 
becoming an important function for many manufac- 
turers and product development will receive increased 
impetus from the stringencies of the war effort. 

There is hardly a material in use which cannot be 
substituted by one or more similar materials. Material 
inspectors and designers who have worked abroad, 
where the pinch of material shortages always was 
sharper, testify to a wide range of materials used in 
production of identical or similar products. 

Excess usage and waste caused largely through faulty 
equipment, poor training and supervision and through 
errors and carelessness of operators, can be reduced by 
specific training, by establishing usage and waste stand- 
ards and bonuses for workers and supervisors. In order 
to prevent production from falling off, such standards 
and bonuses should be linked and balanced with pro- 
duction bonuses to keep up and raise the level of 
production or output. In other words, effort to reduce 
waste should not reduce production. This paradox may 
be resolved by a bonus per unit of good work turned 
out. 

A sigificant aspect of material conservation is sys- 
tematic reconsideration of product design to trim off 
features and save on material which exceed require- 
ments of job or customer. Since many products are 
still furnished in weights, quantities and qualities that 
are above specifications and requirements, this trim- 
ming-off process can become an important source of 
material, labor and profit conservation. A few exam- 
ples will amplify the point: 

1. In forming or building up of articles such as cast- 
ings, allowances for material to be removed during 
fabrication to obtain a certain fit or finish may be re- 
duced by substituting a polishing or cleaning operation 
for a costly removal-of-material operation. A simple 
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grinding or filing operation may serve in place of an 
expensive cutting and shaping operation on a costly 
machine tool. 

2. In processes where material originally soft hardens 
before being finished, the usual amount of material pro- 
vided for machining can be saved by pressing or plac- 
ing the material in a die of a press, a mold or fixture 
while in soft form and leaving it there until it hardens. 
This condition is utilized in injection-molded plastics, 
oilless bearings and from metal compound powder, pow- 
dered iron, cement-asbestos-sand products, cast and 
forged products, synthetic resinous products and fin- 
ishes and many other products and materials. 

3. Much material can be saved by standardizing, sim- 
plifying and lightening of design and construction of 
fittings, brackets, parts, models, patterns, base plates, 
frames, etc. To save wool, men’s suits now come single- 
breasted, with small lapels and without cuffs. 


II. Greater Production from Available Equipment 


A. Important Causes of Idleness and Poor Utilization 
of Equipment Which Good Management and Su- 
pervision Can Eliminate or Reduce 

1. Purchase, rental or construction of equipment or 
facilities which cannot return their cost reasonably fast. 

2. Allowing a machine much needed for war work 
to stand idle without either attempting to bring work 
into the plant which the machine could profitably do, or 
making the machine available to other manufacturers. 

3. Failure to select and train operators to tend ma- 
chines and equipment properly and failure to give them 
necessary job and general operating and maintenance 
instructions. 

4. Permitting the machine operator to do other work 
than the actual tending of his machine. The familiar 
example is to let operator leave machine while he trans- 
ports work or tools to and from, piles and inspects 
work, etc. 

5. Ineffective usage of equipment by not furnishing 
the proper help to an operator when needed, resulting 
in smaller production and a higher cost per piece, and 
valuable production hours lost. 

6. Allowing the operator to slow down below normal 
rate because of lack of discipline, lack of supervision, 
lack of understanding of machine or operation, lack of 
daily or hourly production standards, or goals. 

7. Failure to keep operator and machine supplied 
with enough work to do, during the day and during the 
year. (Poor planning.) 
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8. Failure to keep a piece of equipment properly 
oiled, protected from misuse, undue wear and tear and 
maintained with repair and spare parts. 

9. It should be the responsibility of oilers or opera- 
tors to keep equipment oiled. Supervisors and main- 
tenance men should anticipate and prevent frequent 
breakdowns of equipment, power supply, etc., and 
thereby reduce lost time on machines to a minimum. 

10. Failure to reduce sickness, accidents and undue 
fatigue, through failure to obtain loyal co-operation 
from union management and everyone in the working 
force, and through inability to provide satisfactory, safe 
and healthy working conditions, fighting spirit and dis- 
cipline. 


B. Causes of Idleness and Partial Utilization of Equip- 
ment Which Are Beyond the Exclusive Control of 
Management 


1. Failure or inability on the part of management, 
labor unions and local, state and federal government to 
provide a satisfactory set of rules and regulations under 
which industry may operate and whereby stoppages and 
slowdowns may be held at a minimum. 

2. Failure or inability on the part of management, 


labor unions, local, state and federal government to’ 


train enough new operators and helpers (particularly 
women) to permit round-the-clock operation of needed 
machine tools and other equipment. 

3. Failure on the part of Congress and government 
to provide proper incentives for management and capital 
to promote proper subcontracting and carry through 
conversion of plants for defense work and increase pro- 
duction of war matériel. 

4. Lack of ability or power on the part of the War 
Production Board and other government agencies to 
bring about maximum speed and even flow of the war 
production effort through the proper planning, com- 
mandeering, licensing and allocation of materials, labor, 
equipment, supplies, capital and management; and see- 
ing to it that the plans are adhered to. 

Shortage of materials and of trained operators is the 
most important single reason why machinery and equip- 
ment is not being fully utilized today. In many plants 
doing war work today highly needed machine tools are 
being operated only ten hours per day. Operators should 
therefore be trained without delay and ample material 
supply made available to operate these bottleneck ma- 
chines twenty-four hours per day, and this should be 
the first duty of management and the WPB. It can 
be done, but it might be well if some arrangement 
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could be made by the WPB whereby a certain allow- 
ance could be made from government funds to cover 
the wages or tuition of each trainee during a reasonable 
period of learning. For manufacturers, who do not 
ordinarily maintain a large force of machine operators, 
to carry the entire expense of training needed new oper- 
ators may cause serious delay. It is perhaps not to be 
expected that operators-to-be should wish to offer them- 
selves without pay to learn a trade or an operation for 
which there will be little demand after the war is over. 

At present the NYA training schools turn out 85,000 
young men and women for work in war industries 
every three months. But since the demand for new 
employes approximates 2,500,000 new employes every 
three months for the next year and a half to two years, 
it is clear that our training programs of all kinds must 
be stepped up to handle ten to fifteen times more 
trainees, assuming that about half of the employes may 
be put to work without previous training. 


III. Labor Conservation and Overcoming of Labor 
Shortages 


A. Important Avenues to Labor Conservation 
(Also see points 3-9 inclusive in Section IIA) 


1. More effective supervision and subdivision of 
operations and departments in public and private enter- 
prise with increased use of financial and promotional 
incentives to bring out the best. 

2. Use of skilled operators only on jobs requiring 
skill. 

3. Use of hand labor only for jobs and operations for 
which machines or mechanical devices have not been 
practical. 

4. Organized effort of unions, individuals, public 
agencies and management to speed work and extend the 
effective working time. 

5. Prohibit compulsion by labor unions and other 
bodies to add operators and helpers on jobs and opera- 
tions thereby increasing labor costs, lost time and idle- 
ness. 

6. Encourage and direct personnel officers and all 
other persons who select employes for work on war 
production and essential peacetime endeavors to con- 
sider and push the substitution of women for work 
heretofore done by men, and to understand and appre- 
ciate the many advantages of which six are mentioned 
below, resulting to the employer and the nation by ex- 
tensive employment of women. 
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B. Factors Favoring the Increased Use of Women in 
All War and Essential Peace Industries 

1. Only by drawing upon the strength of some 
14,000,000 available, and not now gainfully employed, 
women, as rapidly as possible, for war production work 
or for work which will relieve skilled men for war pro- 
duction work, can the United States be said to be giv- 
ing maximum aid to the United Nations’ cause. Such 
an effort would practically amount to increasing our 
output of war material with $20,000,000,000 per year 
or about 50 percent, and at the same time it would per- 
mit greater flexibility in building of an armed force of 
maximum striking power. 

2. Experience during the present and the last war 
demonstrates that women are trained with relative ease 
and can do virtually all work now done by men. Women 
in England are showing extraordinary ability in driv- 
ing trucks, busses, and streetcars and operating ma- 
chine tools and inspection tools; e.g., micrometers, 
gauges, vernier calipers, and other intricate measuring 
instruments. 

The percentage of women employes on war produc- 
tion work, notably the manufacture of aircraft, 50 
percent and tanks, 20 percent, is steadily increasing. 
Women constitute as many as 90 percent of employes 
in some plants making fuses, gas masks, parachutes 
and other articles of war. These plants report that 
women are equal to men in attendance records, regu- 
larity, output and other factors of efficiency. 

In some operations women produce up to 50 percent 
more than men under identical working conditions. This 
is due to the fact that women have superior ability for 
operations requiring dexterity and constant alertness 
and high resistance power in tedious and repetitive 
work. Another factor is that women employes are 
much less inclined than men to act in body when some- 
one passes the word around to restrict output and slow 
down. 


3. There are according to the latest census some 
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26,000,000 women over 16 years of age, who are en- 
gaged in doing “own home housework,” and they con- 
stitute the most important source for additional labor, 
if we are to speed our war production work, and desire 
to minimize the uprooting of homes, communities, in- 
dustry and business. 

These women, it is true, do some cooking, housekeep- 
ing, rearing of children, laundering, mending, and on 
farms, do take an important part in manual work, but 
since there is only one child for every two women to 
care for, and since most modern homes are small and 
provided with all kinds of labor-saving equipment, there 
remain for the average women in this category many 
hours each day which she might well utilize on war pro- 
duction. One half of these 26,000,000 women might 
well be called upon for training and preparation for 
well-paid jobs in ordnance plants, and every kind of 
war and essential peacetime industry and service. 

4. By gradually absorbing one half of the 26,000,000 
women over 16 years of age doing own home housework 
the damaging social disruptions caused by family separ- 
ations and uprooting of homes in cases where heads of 
families go to distant defense jobs would be much re- 
duced. A specific and sad example of the bad effects of 
uprooting of homes was the murder of C. G. Browning, 
40, of Mount Olive, North Carolina, by three roving 
children, a boy of 16 and two girls, 15 and 14, of differ- 
ent families, who, as reported by the New York Times 
on October 16, 1941, had been living in a trailer camp. 
The boy’s father, and presumably the girls’ father were 
engaged on war work away from home. 

Interestingly enough, a recent survey by Cornell Uni- 
versity covering 526 average couples married from two 
to six years, shows that girls with jobs: (1) have better 
prospects of marriage than those without jobs, (2) 
make better wives and (3) have more successful mar- 
riages. If generally valid, these findings would add a 
strong sociological argument to the powerful economic 
argument for giving women more consideration for em- 
ployment, both in defense and non-defense industries. 
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The Field of Industrial Ophthalmology 


By ALBERT C. SNELL, M.D., Rochester, New York, Chairman; ARTHUR CULLER, M.D., 
Dayton, Ohio and HEDWIG S. KUHN, M.D., Hammond, Indiana 


A report by the Committee on Industrial Ophthalmology of the 


Section on Ophthalmology of the American Medical Association ! 


HE medical profession has always based the main 

reason for its existence on the trained service 

which it renders to all who make up our complex 
citizenship. At this time, when industrial production is 
important in defense, it is peculiarly fitting that indi- 
vidual members of our profession and its organizations 
take time to consider whether or not this reason for ex- 
istence is being satisfactorily fulfilled in all fields. Does 
this service reach all classes of the population or is there 
need in some fields for a more realistic distribution of 
skilled medical services? Do the medical societies and 
the individual members live in a “sort of economic 
vacuum untouched by the pressing social and economic 
issues of the day,” as stated in an editorial ? * 

So far as the practice of ophthalmology is related to 
the needs of industrial workers we find that there is a 
vacuum—an open gap—between the service which the 
competent ophthalmologist, restricted to office practice, 
is prepared to offer and the ophthalmic needs of the 
ordinary industrial worker who is not brought to this 
office. This vacuum is due to economic reasons or 
because of lack of understanding of the need of 
employes for this service. This gap or vacuum should 
be eliminated. 

Because of the many complex problems that can be 
visualized by those interested in all phases of industrial 
ophthalmology and because there is an apparent need 
for developing a practical program of visual testing and 
correction to aid industry in the placement of its em- 


ployes, the Council on Industrial Health of the Ameri-— 


can Medical Association suggested last year that a com- 
mittee on industrial ophthalmology be appointed by the 
Section on Ophthalmology of the American Medical 
Association and that the Academy of Ophthalmology 
and Otolaryngology be asked to co-operate by the ap- 
pointment of a joint committee. This committee has 


1 Paper presented at the Fourth Annual Congress on Industrial Health, 
Chicago, January 13, 1942. Reprinted by permission from The Journal of 
the American Medical Association, New York, February 21, 1942, Vol- 
ume 118, pages 610-613. 

2 Bulletin of the Medical Society of the County of Westchester, Sep- 
tember 15, 1941. 


now been appointed and much preliminary work has 
been done. This paper is a preliminary report of this 
committee. 

In order to present a partial picture of the need of 
further ophthalmic services to industrial employes 
attention is called to some aspects of the field of indus- 
trial ophthalmology, to the literature apposite to this 
theme and to an outline of a possible program of serv- 
ice which will meet any special need that may be re- 
vealed. 

The scope of industrial ophthalmology should encom- 
pass the entire field of the visual functions of employes 
as these functions relate to industrial production. To 
illustrate the scope of this broad field, we point out that 
the field of industrial ophthalmology may conveniently 
be divided into five separate parts, although all of these 
are interrelated. These parts are (a) the efficient use 
of vision in industry; (b) eye accidents—their preven- 
tion and the treatment of injuries; (c) conservation of 
visual health (other than that relating to accidents )}— 
its relation to general health and the relation of general 
health to efficient vision; (d) visual economics—the 
effect of vision on earning ability and on production, 
and (e) medicolegal ophthalmology—its relation to 
compensation for eye injuries and to protective insur- 
ance, liability and the like. In this preliminary paper 
we shall discuss at some length only the first of these 
five topics, since “the efficient use of vision in industry” 
is the most neglected part of the field of industrial 
ophthalmology. We shall merely call attention to “eye 
accidents” and omit all consideration of the three other 
topics. 

The field of eye accidents includes the important pro- 
gram of accident prevention and the proper treatment 
of eye injuries. Much has been written and much effort 
is being constantly expended in this field. But let us 
point out briefly that, although during the past twenty- 
five years much progress has been made in the field of 
protecting employes’ eyes from industrial eye haz- 
ards, nevertheless the average number of eye injuries 
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has not been materially reduced. This may be explained 
by an increasing number of machine operators and 
machines. Three hundred thousand compensation eye 
accidents yearly are still taking place. These do not 
include trivial accidents such as uncomplicated injuries 
due to superficial foreign bodies in the cornea or con- 
junctiva. Ninety percent of the serious accidents are 
preventable. There are in the United States 8,000 
industrially blind and 80,000 employes blind in one eye 
due to industrial accidents. Special mention should be 
made of the importance of conferences between manage- 
ment and ophthalmologists in furtherance of a proper 
program in the use of protecting goggles, especially a 
type to be used over or in connection with correcting 
lenses. This phase of the goggle program has not been 
developed satisfactorily. Thus the program of the pre- 
vention of eye accidents is not working satisfactorily, 
and continued efforts must be directed constantly to 
programs of accident prevention. 

In a review of the literature relating to the qualities 
of vision which are essential or important to industrial 
production, there could be found scarcely any reliable 
statistics which correlated all the various essential visual 
functions with efficiency of production in the many 
different and often complex jobs. In the few isolated 
surveys which were found, as a rule, these included 
data on only visual acuity ; and visual acuity was usually 
tested without observance of recognized standards of 
measurement or of illumination. These surveys gen- 
erally do not include any correlation between the quality 
of vision found and the visual requirements for specific 
types of jobs. There are some exceptions to these 
statements, among which should be mentioned the 
following: In England the Industrial Health Research 
Board and the Industrial Medical Research Council in 
co-operation with a committee on physiology * of vision 
(the chairman of the latter committee being Sir John J. 
Parsons) have made a series of surveys giving special 
attention to the visual needs of workers in various 
industries. In the United States comprehensive surveys 
have been made during the past two years by Professor 
Joseph Tiffin of Purdue University and his co-workers * 
and also by Dr. Hedwig S. Kuhn.® Some parts of the 
data of these surveys have been published, but much of 
the latter data has not been analyzed completely and the 
important facts have not all been revealed. These data 
are now being thoroughly analyzed and correlated. 

3 Weston, H. C. and Adams, S., Reports 40, 49 
Fatigue Board, His Majesty’s Stationery flice, London, 1 -1 

4 Tiffin, Joseph and Rogers, H. B., “The Selection a Training of 
Inspectors,” Personnel, Volume 18, Number 1. 


5 Kuhn, H. S., “An Appraisal of Visual Rete in Industry,” Ameri- 
can Academy of Ophthalmology, 1940, page 208. 
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The part of the field of industrial ophthalmology that 
has been neglected most is that which relates to efficient 
visual performance. This is an intricate but important 
part. It includes an understanding of all the visual 
functional factors that are essential to proper visual per- 
formance in every kind of job. The study of visual 
efficiency includes the following topics: 


1. Basic elements of visual performance; the need of 
standards for essential functions of vision for specific 
jobs. 

2. Methods and technics of testing. 

3. Ways and means for correcting visual defects. 

4. Placement of employes according to visual qualifi- 
cations. 

5. Health factors that influence vision. 

6. Programs of co-operation between management, 
employes, industrial medical departments and ophthal- 
mologists in establishing practical methods of visual 
testing, correction and placement. 


1. Basic Elements of Visual Performance.—That 
some amount of vision is essential to efficient produc- 
tion is taken for granted, but that all jobs do not require 
the same quality of vision or of perfection of function 
is not generally comprehended. For example, color 
vision is not essential for most jobs but is essential for 
some. It is nonessential for the typist, saleswoman or 
common laborer but is essential for the railroad engi- 
neer and the textile employe who matches colors. 
Identical degrees of visual acuity are not demanded for 
every job (fortunately, since not every employe has 
perfect standard acuity); also, the powers of visual 
perception and other functions are not employed at the 
same distance in all jobs. Many employes use their 
eyes at a working distance of 14 to 20 inches, while 
others are employed at unusually short or unusually 
long distances. Examples of those who work at unusu- 
ally short distances, often at a distance of 6 to 10 inches, 
are the loopers in the textile industry, inspectors and 
employes working on fine mechanical parts; examples 
of those who use their eyes at unusually long distances 
are the crane operator and the hoisting engineer. In 
other occupations both near and distant vision are em- 
ployed alternately. In some jobs the quick and accurate 
judgment of distance is a most important function; for 
example, pressmen and those feeding moving machines. 
Such jobs demand a high degree of muscle balance and 
of depth perception. 

Only a small proportion of eyes function perfectly. 
Therefore, it is plain that there is need to use such 
perfection of various qualities of visual function as can 
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be found or developed, in order that all employes may 
find a useful place in industry. It should be noted that 
many specific jobs do not require the highest degree of 
perfection in all the essential functions of vision in or- 
der that these jobs may be efficiently performed. More- 
over, since there are many common defects in vision 
which are correctable, it is obvious that industrial effi- 
ciency can be augmented by the institution of a program 
of detection and of correction of visual defects. But 
after the best correction there will remain many 
employes whose vision is still not perfect. Two per- 
cent of the male population is color blind. One of us 
(ACS) has estimated that 400,000 employes in the 
United States are amblyopic in one eye, the acuity in 
the poorer eye being less than 20/40. Thus it must be 
apparent that standards of the various essential qualities 
of vision must be established for a large variety of 
specific occupations in order that employes may be 
placed in jobs consistent with the degree and quality 
of. their vision and that the job selected may be done 
efficiently. To establish these standards, it will be 


_ necessary to classify jobs in broad main groups with 


listing of jobs under each, based on a determination 
of the minimum visual requirements for each job 
classification. Such standards have not been established 
generally. 

The essential factors of vision for which the indus- 
trial ophthalmologist must have standards for efficient 
production are (@) visual perception (visual acuity) 
both for distance and for near, (b) muscle co- 
ordination—muscle balance both for distant and for 
near vision, accommodation and convergence, (c) 
stereopsis and depth perception, (d) color vision. 

To solve the problem of establishing reasonable stand- 
ards for these functions of vision ophthalmologists 
should have a firsthand knowledge of the demands 
which industry makes on vision in all ordinary processes 
of production and also the special demands made by 
unusual kinds of employment. This involves a study 
of occupations. As a corollary to these standards of 
vision the ophthalmologist must be prepared also to 
advise proper standards of equipment which are essen- 
tial for efficient visual performance. For example, he 
should investigate the most adequate illumination, 
proper ventilation and suitable chairs. For unusual 
types of employment, standards to indicate the best 
correcting lenses which are suitable both to the indi- 
vidual and for the specific job must be considered. The 
latter point suggests the problem of finding the most 
suitable occupational lenses for use in special occupa- 
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tions, a subject not generally considered. Thus the 
problem of establishing acceptable standards which take 
into consideration all factors that influence the various 
functions of vision and the specific visual requirements 
necessary to efficient production, depending on the 
peculiar nature of specific jobs, is complex. The prob- 
lem must be solved by fixing standards which, by their 
employment, will make the most efficient use of all vis- 
ual functions possessed by employes. 

2. Testing of Visual Functions.—Satisfactory meth- 
ods for testing vision are in common daily practice when 
patients are examined in the offices of ophthalmologists ; 
but the problem of testing vision as it relates to indus- 
trial employment centers in the fact that employes, 
en masse, do not and cannot avail themselves of the op- 
portunity of visiting ophthalmologists. Often neither 
the worker nor the management comprehends the need 
for an ocular examination, and there is at present no 
satisfactory and practical method of testing the vision 
of employes in the various plants. 

To be satisfactory, the method must be a simple, 
uncomplicated one; it must be inexpensive in time and 
money both for the employer and the employe; it 
should be done at the plant; it must screen out those 


_who probably have defective vision from those who 


are visually efficient. A satisfactory method should 
accomplish the testing without the necessity of compli- 
cated equipment, and it should be made by some trained 
nonmedical person but under the supervision of phy- 
sicians, preferably by the medical department at the 
plant. Where this does not exist some medical man 
should be made responsible for carrying out a pre- 
determined program. There is no substitute for a 
thorough examination of the eyes in the office when 
this is indicated, but since surveys show that about 20 
percent of employes have defects which require exami- 
nation and correction the primary step is that of un- 
covering those employes who do not need the complete 
examination. The plants that have a medical depart- 
ment and a competent ophthalmologist on their staff are 
most fortunate. However, many of the smaller plants 
have no such organizations, and even in the larger plants 
visual testing as a rule is not done satisfactorily. The 
technic which will embody all the desirable factors men- 
tioned is now being developed and checked for depend- 
ability, by comparison with other accepted methods of 
visual testing. We believe that this phase of our prob- 
lem is well on the way to a satisfactory solution. 

3. Ways and Means of Correcting Visual Defects.— 
There seems to be no one way by which the final exami- 
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nation can be made to the satisfaction of all interested 
parties. Since visual efficiency means productive effi- 
ciency which is a saving in cost of production, it would 
seem that industry should set up an organization to 
carry out a complete program, from supplying the 
technician to doing the testing, obtaining an ophthal- 
mologist to determine the proper correcting lenses or 
treatment and, finally, supplying lenses, when needed, 
through an optician located at the plant. Such an 
organization is ideal but not often possible, and other 
means must be employed. An ophthalmologist on part 
time or on a fee basis can usually be found who will 
co-operate with the management in making the neces- 
sary final examinations. The glasses can be furnished 
through a contract with an optician to be paid for either 
by the management or by the employe. In every indus- 
trial plant, large or small, a satisfactory method can be 
worked out for a complete service. Ways and means 
for correcting visual defects, including the fitting and 
supplying of suitable lenses, can be found. When re- 
quested, any reliable ophthalmologist will co-operate. 

4. Placement of Employes——With the qualities and 
degrees of visual function of each employe determined 
and with other data—medical, personal and psycho- 
logic—in the hands of placement personnel, the job of 
placement of each employe can be carried out on a fairer 
and more scientific basis than can the hit and miss, trial 
and error method of placement in common use. So far 
as vision alone is concerned, jobs for all employes should 
be found which are suitable for the visual function pos- 
sessed by the employe. This concept implies an under- 
standing of “jobs for the eyes” and “eyes for specific 
jobs.” Placement of employes with the application of 
this concept is not universal. If our contemplated pro- 
gram can be developed and adopted, we believe that 
there will be not only an increase in production efficiency 
but also an improvement in the health, contentment and 
happiness of employes. 

5. Health Factors and Vision.—The state of one’s 
general health directly affects visual health and efficiency 
and, vice versa, visual health has a direct influence on 
general health. Space and time do not allow of further 
elaboration of this statement. It is made here to call 
attention to the intimate connection between vision and 
health. Also there are problems of housing, recreation, 
domestic relations and nutrition which have a bearing 
on health and which need further consideration. At 
the present time much investigation is being made to 
discover the influence that vitamins may have on general 
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health and particularly on visual efficiency, but no satis- 
factory conclusion has been arrived at. 

6. The Program.—To carry out a satisfactory pro- 
gram of testing, examining and correcting of visual 
defects, there must be complete co-ordination of activj- 
ties between management, employes, medical depart- 
ments, ophthalmologists and opticians. When the value 
of a completely co-ordinated program is comprehended, 
the desired co-operation between all interested parties 
will not be difficult to secure. 

The members of the joint committee of the Section 
on Ophthalmology and the Academy of Ophthalmology 
and Otolaryngology are making a comprehensive study 
of all phases of the many details of the problem of the 
broad field of industrial ophthalmology. In the near 
future this committee hopes to develop a program which 
will close the gap between the ophthalmic needs of in- 
dustrial employes and an adequate service to them. 

The program visualizes (1) a further investigation 
of accident prevention and health factors influencing 
vision, (2) a study of illumination and other important 
equipment which are aids to efficient vision, (3) a plan 
of co-operation with educational institutions by which 
preoccupational shop training may be suited to the vi- 
sion of the student or apprentice, (4) a study of re- 
habilitation possibilities and occupational eye wear, (5) 
the establishment of standards of vision based on job 
requirements, (6) the grouping of types of employment 
which can be followed efficiently with minimum stand- 
ards of vision and (7) the development of a new technic 
of examination by nonmedical persons. 


Conclusions 


Medical practice in the field of industrial ophthal- 
mology presents peculiar phases distinct from the usual 
practice of ophthalmology. 

The social and economic status of industrial employes 
should be taken into consideration in planning any pro- 
gram of ophthalmic service. 

The Committee on Industrial Ophthalmology is mak- 
ing progress with a program of visual testing and 
correction which, we hope, will be acceptable to man- 
agement, to employes and to ophthalmologists. 

This program aims to close the existing gap between 
the industrial workers who need medical care of eye 
defects and those qualified to render satisfactory oph- 
thalmic service. 
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REVIEWS 


The Dynamics of Industrial Democracy. By Clinton S. 
Golden and Harold J. Ruttenberg, Harper & 
Brothers, New York and London, 1942, pages 
xxvi, 358. ($3.00.) 


Reviewed by HERMAN FELDMAN, Dean, School of Business and 
Civic Administration, College of the City of New York. 


A stimulating, colorful and persuasive book is offered for the 
enlightenment of management by two officials of the Steel 
Workers Organizing Committee (CIO) who have made a na- 
tional reputation for their ability to present labor’s- side in the 
battle of production. Most of this volume contains the case rec- 
ords of the problems and processes of collective bargaining and 
union-management co-operation, as observed or experienced by 
labor leaders who have been in the thick of the fray. They say 
frankly, “This book makes no pretense of being impartial,” but 
the discussion is meaty, objective and on a high level. 

A final section presents the aspirations of organized labor 
with regard to the place of labor in individual industries and in 
the economic system as a whole, and thus raises major questions 
of policy for both the war and postwar era. Both in these 
larger matters and in the suggestions with regard to the proper 
administration of labor contracts and the handling of practical 
factors of plant operation, this is one of the most instructive 
and challenging books available on the subject within the past 
decade. 


Distribution Cost Analysis. By Donald R. Longman, 


Harper & Brothers, New York, 1941, pages xix, 
289. ($4.00.) 


Reviewed by Paut H. Nystrom, Professor of Marketing, 
School of Business, Columbia University. 


Cost analysis as an aid to management has come a long way 
during the past 40 years. Difficulties of one kind or another, 
such as the labor and expense involved in making detailed analy- 
ses, have prevented the widespread applications of cost account- 
ing such as hoped for by its early proponents. Experiments and 
inventions, particularly in the introduction of variants in the 
theory, in short-cuts and in the use of mechanical accounting 
equipment, have, however, continued and made progress in prac- 
tical cost analysis possible. 

Dr. Longman’s book constitutes an important signpost on the 
road to wider use of cost analyses in marketing. There is much 
information about this subject boiled down into the 250 pages 
of this book. It presents a wealth of detail on the various con- 
ditions that influence costs of operation. It represents wide 
reading and careful study. It may probably be described as one 
of the best works written about its subject to date. It presents 
the arguments for cost analyses in great detail and directs at- 
tention to the lines along which such analyses may be made. 
The practical minded will find in it a number of ingenious sug- 
gestions for arriving at the effects in terms of costs of changes 
in the various overhead factors in modern business. 

One of the defects of the book, in this reviewer’s opinion, is 
the lack of high-lighting of the principles and main points urged. 
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A summary of these main points, indicating conclusions and 
possible applications, would have been a real help to the busy 
reader trying to find out what the book’s main contributions are. 
The theoretical nature of its presentations are at once its weak- 
ness, as well as its strength. 

There can be no disagreement as to the need for cost an- 
alyses in the fields of distribution. The next step is to see how 
such analyses may be made within practical limits of expense 
and energy. Dr. Longman may be planning another book in 
which he will show how the theories of this work may be prac- 
tically applied. It is sincerely to be hoped that he will complete 
his study begun in this work by such an additional volume. 


New Strength for New Leadership. By Erwin Haskell 
Schell, Harper & Brothers, New York and London, 
1942, pages xiv, 137. ($2.00.) 


Reviewed by Frep W. Sutstey, Bankers Trust Company, New 
York. 


This quaintly human, sensitive, yet practical philosophical 
treatise is of the nature of a fireside chat of an experienced and 
conscientious instructor of superior young men about to receive 
their degrees as Masters of Science, a group whose mental re- 
actions he understands thoroughly. A spiritual note flows rhyth- 
mically through the discussion, lifting it to a high ethical plane. 

Professor Schell is a natural teacher. He possesses a convinc- 
ing personality. He is never dictatorial, but develops thought 
in his students by presenting to them ideas which he appears to 
possess in an inexhaustible supply. 

He outlines clearly and specifically in the chapter “Interplay,” 
the mental approach of youth to the attitude of the older genera- 
tions. He understands, through possessing a keen sympathy, 
how and what young men think as they contemplate the activ- 
ities of life. 

A shrewd intelligence is displayed in his discussion of human 
qualifications requisite to become a “Man of Parts,” as he desig- 
nates the successful man who is co-ordinative and co-operative 
in the conduct of his affairs, a good father, a progressive citizen, 
a fair competitor, a reliable friend and essentially a patriot. 

Professor Schell reveals himself and the secret of his success 
as a teacher in the exceptional chapter on Nature, which is re- 
markable for its clarity of thought and simplicity of expression. 
He appears fully to appreciate the fact that he who studies in 
the library of nature is in a fair Way to arrive at a rational con- 
ception of the two fundamental impulses of the universe, the 
primordial impulse of energy and its marvelous evolutionary 
product, life. 

Such an ethical discussion of conscious behavior, together 
with the social and intellectual requirements for a happy and 
successful life by so eminent an instructor of youth should prove 
of great educational value, not alone to young men possessing 
trained minds together with the ardent desire and determination 
to attain honor and distinction, but interesting as well to men of 
an older generation who have traveled the difficult road to suc- 
cess in their several chosen avocations. For this book possesses 
a nostalgic flavor certain to arouse memories, wonderments and 
longings of former days, particularly of that period when they 
were about to cross the threshold of manhood and assume its 
responsibilities. 
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Shop Management for the Shop Supervisor. By Ralph 
Currier Davis, Harper & Brothers, New York, 
1941, pages xii, 333. ($2.50.) 


Reviewed by G. P. Hutcuins, Vice President, Elliott Service 
Company, Inc., New York. 


The present volume is substantially a simplification of Pro- 
fessor Davis’ Industrial Organization and Management, 636 
pages, originally published in 1928 and revised in 1940. The 
volume deals in outline detail with the basic principles of man- 
agement and industrial organization, with various phases of 
production control and quality control, with motion and time 
study, plant maintenance, materials control, stores and salvage, 
and a concluding chapter on “Labor Management and the Shop 
Supervisor.” 

Some question might be raised as to the typical “supervisor” 
to whom this text is addressed. Many organizations apply the 
term of supervisor only to important line executives of far 
greater-than-average foremanship education and training, and 
they, this reviewer believes, would gain help from it. I do not 
believe, however, the average foreman would benefit by this 
volume without much interpretation, because few foremen have 
a voice in determining many of the matters here covered or 
function beyond operating under the standard practices set for 
the conditions of their particular industries or their particular 
subdivisions by their executives. 

The average foreman, is, however, far too little acquainted 
with the organization structure of his company and the func- 
tions of various departments, and should have more information. 

If I were a production executive I should be glad to have this 
book as a helpful outline with which to enlist the co-operation 
of the heads of the various departments, such as accounting, 
purchasing, time study, job analysis, matériel, cost-keeping, re- 
search, personnel, etc., to hold a series of question-and-answer 
meetings with foremen, out of which could be developed a series 
of mimeographed bulletins which would provide each foreman 
with a standard manual of approved practice for all the divisions 
of the company, such as has been done in a number of cases 
with notable success. 

Of course, these are personal opinions, but they emphasize my 
conviction that this is a book for department heads and training 
men rather than for average foremen, to whom it would, I be- 
lieve, need much interpretation and further simplification in re- 
lation to the standard practice of their individual companies. 

There is much of value in the concluding chapter on “Labor 
Management and the Shop Supervisor,” but here again there is 
need for considerable further separation and simplification thor- 
oughly to impress the many points upon the average foreman so 
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clearly and definitely a few at a time that they will be a per- 
manent guide to wise man-management methods. 


How to Train Shop Workers. By C. A. Prosser and 
Philip S. Van Wyck, American Technical Society, 
Chicago, 1941, pages 126. 


Reviewed by H. BeEpELL, Assistant Personnel Mana- 
ger, Monroe Calculating Machine Company, Orange, N. J. 


Graphic presentation is one of the high lights of How to 
Train Shop Workers. A total of thirty-two charts presents the 
picture of the necessary steps in instruction of new and different 
types of work for the foremen, supervisors or key men. 

The manual is timely in light of the current emergency ex- 
pansion program in industry and the equally important training 
problem. The burden of this training program will, of necessity, 
be placed upon foremen, supervisors and key men in our manu- 
facturing establishments. 

The graphic presentation and condensed description of the 
charts increase substantially the value of the manual. Its great- 
est use would be in combination with foreman training or super- 
visory conferences to supplement the company’s own training 
program. 

Part One of the manual describes the foreman’s duties and 
responsibilities, discussing briefly the job, and the foreman as a 
manager, supervisor and trainer of workers. 

Part Two: “Planning what training to give the worker,” 
analyzing habit training and preparing the outline of the neces- 
sary training to be given. : 

Part Three: “Finding what to teach by job analysis,” an- 
alyzing the job, finding what to teach as to safety, skill in 
performance steps, order of performance steps, tools, machines, 
and materials, etc. ; 

Part Four: “Methods procedure and devices in putting over 
what is to be taught,” gives the supervisors the fundamental 
techniques of selling the job to the prospective trainee. 

Part Five: “Training the worker right,’ emphasis starting the 
worker off right and following up the training. 

Part Six: “The foreman as a ‘human engineer,’”’ deals with 
the responsibilities of the foreman as a leader. This part, due 
to the difficulty of trying to cover in a general way the foreman’s 
job in a large number of different industries, deals with gen- 
eralities and is less specific than the preceding parts which are 
very much to the point. 

The manual is written in good shop language, easily under- 
stood; from reading it, one readily gets the impression that the 
authors appreciated the task of effective training and have had 
considerable experience with it. 
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